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Eprror’s Note: This is the only paper presented at 
the summer meeting of the Association that was 
received in time to include in the present issue of 
the JOURNAL. It was an important part of the very 
excellent session on research. Other papers from 
the meeting will appear in the October issue. 


Tue NeEEep FOR DETAILED INFORMATION 


Sy xc market research was con- 
cerned with fairly simple data. To col- 
lect figures on the number of radios owned, 
the brand of soap used, the amount of money 
spent, only careful sampling and conscien- 
tious recording were necessary. 

Lately our interest has turned to more 
subtle questions. How people feel about cer- 
tain commodities, what features are of spe- 
cial importance, why they buy the way they 
do, are questions which elicit a great variety 
of answers. Yet we have tried to apply to 
such differentiated problems our simple old 


forms of interviewing and analysis. Here we 
were wrong. Only refined tools of research 
can be helpful in this modern trend of mar- 
ket research. 

No one will deny that detailed interviews 
sometimes yield useful and practical results, 
One driver who tells that his steering wheel 
obscures his view of the speedometer might 
contribute much to the improvement of auto- 
mobile design. One boy who tells that he does 
not want to drink milk because it is a baby 
food might help the advertising agency a long 
way. That, however, is beside the point. De- 
tailed case studies will become a recognized 
tool of market research only if two things 
can be proved: first, that elaborate informa- 
tion can be collected as reliably and system- 
atically as simple items; second, that they 
can be submitted to an adequate statistical] 
treatment. 
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How to CoLtitect DETAILED INTERVIEWS 


The general principles implied here have 
been discussed elsewhere.’ It will be enough, 
therefore, to give one example of more re- 
cent developments. Suppose that the problem 
comes up to find out whether radio advertis- 
ing or magazine advertising is more effective 
in selling certain commodities. Suppose, 
further, that face powder has been selected 
as the commodity of special interest. The 
task then consists of getting as much infor- 
mation as possible about the experiences of 
women when they bought their last brand of 
face powder. It is evident that only a very 
detailed recollection will serve us. We do 
not care, however, to learn about everything 
that happened ; we just want to be sure that 
our interview covers every conceivable phase 
of the purchase where possibly some kind of 
advertising might have been a source of in- 
fluence. Consider, in the light of this purpose, 
the following questionnaire : 

1. What was the brand of face powder that 
you last bought ? 

2. How long have you been using that par- 
ticular brand? 

3. How long did you know about it before you 
started using it? 

4. What specific things did you know about it 
before you started to use it ? 

If Specific Answer Is Obtained in 4, Ask 5a; If 

Nothing Specific Can Be Obtained Ask 5b 

5a. How did you know about these things ? 


5b. How did you happen to be familiar with the 
name? 


If a Sales Person Is Mentioned in Answer to 5, 
Ask 6a and 6b; If No Person Is 
Mentioned, Ask 6c 


6a. When she mentioned it to you, did you 
remember having read or heard of it be- 
fore? Yes No 
If yes: What? Where? 

6b. Did she offer you several brands from 
which to choose ? Yes No 
If yes: Why did you choose the one you 
did? 





*The Art of Asking Why in Marketing Re- 
search: National Marketing Review. Technique of 
Marketing Research: American Marketing Society, 
McGraw-Hill, New York. 
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6c. Had you read or heard anything else about 

the face powder before you started buying 
it? Yes No 
If yes: What? Where? 

7. In what kind of store did you make your 
first purchase? 

8. What influenced or decided you to buy that 
particular brand rather than any other when 
you first bought it? 


If Lapse of Time Between First Knowledge and 
First Purchase Is More than Two Weeks 


9. How do you account for your not starting 
to buy it sooner than you did if you knew 
about it before then? 

10. Do you think you would have started buy- 
ing it when you did even if you hadn’t been 
influenced by ........ ? 


(List influences mentioned in 5, 6, and 8) 


The method exemplified is the result of 
many experiments ;? the essential feature of 
the questionnaire is that it tries to anticipate 
where advertising may have been effective. 
The most obvious question comes up only as 
#8. Here the woman is asked directly 
whether advertising influenced her to buy 
this particular brand. Since there can be no 
certainty, however, that the answer there 
will be exhaustive, the questionnaire includes 
a considerable number of checking questions. 
A clear distinction is made, for instance, be- 
tween the source of knowledge and the de- 
cision to buy. Question #3 tries to ascertain 
the time that elapsed between these two de- 
cisive phases, Questions 5a and 5b then try 
to catch advertising influences which played 
a role at the time when the respondent 
learned first about the product points which 
are easily overlooked jf the questionnaire is 
directed only toward the final act of buying. 
Still, advertising might be concealed in other 
corners of the whole structure. The respond- 
ent might be likely to mention that the sales- 
girl influenced her. Perhaps the salesgirl’s 
advice was effective only because she men- 
tioned a name which was familiar to the re- 
spondent from advertisements already no- 

2 Acknowledgment is made to Miss Marjorie 


Fleiss of the Market Research corporation of 
America for her codperation in these tests. 
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ticed. Therefore, questions 6a, 6b, and 6c, try 
to get the essential events of the contact with 
the sales force. Another danger is that the 
respondent does not distinguish between ad- 
vertisements pertaining to the store and ad- 
vertisements pertaining to the brand. Ques- 
tion #7 tries to help her not to overlook one 
because of the other. If there is a long period 
between first knowledge and first purchase, 
it is quite probable that a number of cumu- 
lative influences have been built up before 
the respondent decided to buy. Question #9 
makes an effort to trace such gradual influ- 
ences. Question #10 finally invites the re- 
spondent to weigh the different factors which 
she has mentioned. As a result, we shall have 
a rather elaborate record of the purchase but 
it will not be left to the respondent to select 
arbitrarily what seemed important to her. 

It may well be that the questionnaire still 
needs much injrovement, but the general idea 
is conveyed by this example. For any new 
problem which comes up, new trial inter- 
views have to be made in order to get the 
most economical and the most inclusive form 
of questionnaire. But whoever gets ac- 
quainted with this technique will become 
skillful in anticipating what may or may not 
be of importance and what specific questions 
are necessary to elaborate upon all the dif- 
ferent possibilities. 


TYPOLOGICAL CLASSIFICATION 


Now what to do with such elaborate inter- 
views? It is evident from the discussion of 
our example that it would not be right to 
tabulate the answers to each question sepa- 
rately. For certain types of purchases, the 
questions regarding the salesgirl may have 
played no role at all, and all weight may lie 
with the time when the respondent learned 
about the brand the first time. What is evi- 
dently needed before any detailed tabulation 
is a general classification of the question- 
naires as a whole and this is what we mean 
by typological classification; we shall try to 
explain it presently. 
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The simplest case can be taken from a 
purely quantitative example: we are told that 
a certain company manufactures phono- 
graphs ; we are told further that the average 
number of records bought by the average 
customer per year is four. Such information 
does not reveal two essential facts. The first 
is that the purchase of records decreases with 
the time of the ownership of the phonograph. 
Graph a in the following chart gives the de- 
crease of purchases by year of ownership.° 
Apparently the hobby loses its grip upon 
people after some time. But now let us classi- 
fy the respondents into three types accord- 
ing to all the knowledge we have on their 
year-by-year purchases of records. We will 
find those who stop using their phonographs 
after about three years or less; those who 
use them for many years but slowly decrease 
the purchase of records; and finally, those 
who use them steadily without any marked 
decrease. The three types of activities are 
represented by their purchase of records 
year-by-year in the graphs }, of the follow- 
ing chart. 

The distinctions between these three types 
is of great practical importance. The study 
revealed that there are decisive differences 
as to age and economic status betweerl them. 
They are different in the kind of equipment 
they use and in the commercial appeals to 
which they are accessible. All these facts 
would have been overlooked if one had not 
tried to classify the respondents according to 
the larger series of information gathered. 

Even this very simple procedure could 
probably be applied immediately to certain 
other problems. The story was told recently 
of a high-class magazine which was em- 
barrassed by its own market survey. Con- 
trary to their expectation, their readers did 


* As a matter of fact, the study referred to here 
was not concerned with records but with another 
hobby of similar psychological structure which can- 
not be revealed. Therefore, the figures are omitted, 
but the curves are taken from the original study 
and the trend gives us all the results which are 
important in our discussion. 
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not show as high an average purchasing 
power as they expected. Here again, it might 
be worthwhile to try to distinguish two types 
of readers: the very wealthy ones who read 
the magazine because it is fashionable, and 
the intellectuals who read it because it is 
clever. A separate analysis of these two 
types of readers might have shown for one 
group a very high purchasing power and 
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for the other group a very high ability to 
influence the taste of the community, irre- 
spective of their purchasing power. Instead 
of one embarrassing result, the publisher 
would have had two very valuable findings 
which he could have used in several ways. 


ANALYZING Groups OF ANSWERS 
SIMULTANEOUSLY 


It is not possible in the brief space avail- 
able to develop a general system of typo- 


logical classification. The general idea is 


always that a greater number of questions 


“A paper on this technique is just being prepared 


by Pearl Greenberg, Ph.D., and Herta Herzog, 
Ph.D. 






/ 


are used simultaneously for classification and 
statistical treatment. We shall single out just 
two different ways of proceeding. One con— 
sists of using several questions interchange- 
ably on a sort of majority basis and the 
other in selecting one master question and 
using other questions as a sort of check-up 
for it. 

The problem came up in a study of how 
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people could be induced to take more photo- 
graphic pictures than they do now. What 
would be more effective—a decrease cf price 
or an increase of service in the form of 
technical help, suggestions for topics, etc. ? 
Four different questions were inserted in 
different parts of the elaborate questionnaire 
and discussed in very different connections. 
One question asked for reasons why people 
took fewer pictures at certain periods. An- 
other question was a check list asking the 
respondent to decide which inducement for 
more picture-taking would be most welcome: 
a price reduction, expert advice, or contests 
with considerable rewards. When he was 
asked what kind of help he appreciated most 
at different phases of his photographic career, 
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and the fourth question just read: What 
could increase your interest in photographic 
pictures? The statistical distribution of the 
replies to each single question showed that 
each of them meant a very different approach 
to the respondents and replies to each ques- 
tion alone helped very little. But we pro- 
ceeded in classifying the people interviewed 


in several types, according to the dominating, 


tendency expressed in reply to all four ques- 
tions. If they referred to price in three or 
four of those answers, we were pretty sure 
that they would be accessible to price re- 
duction. If they referred to problems of 
service in three or four of the contexts which 
our questions brought up, we could be 
rather sure that this group would be more 
likely to be influenced by increased service 
than by decreased price. About those types 
which referred to price in one half of the 
questions and to service in another half of 
the question, we did not dare to make a final 
statement. So we again got three main types 
and the frequency with which they occurred 
is hoped to be a very important one for the 
policy of the company. 

In the previous example, the different 
questions were used interchangeably. The 
idea was that by getting at the topic from 
different sides, we would be sure that we 
would pick out those people who are con- 
sistent in one way or another and leave the 
doubtful types for further studies. 

In other cases it is better to concentrate 
the whole questionnaire around one master 
question and use a great number of specific 
questions to make sure that the answer is 
correct and consistent. The following ex- 
ample is part of a questionnaire used in a 
milk study. The respondents were high- 
school children who we knew positively dis- 
liked milk. The purpose of the study was to 
find out how the dislike of milk might have 
originated. The master question is evidently 
#24. 


16 = So far as you know, did you drink milk 
as a baby? (1) Yes__ (2) No 
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17 As a small child, say up to kindergarten 
age, did you drink plain milk? 

(1) Yes_¥ (2) No 

18 Did you like it at that time? 

(1) Yes x (2) No_— 

19-20 If yes: How old were you when you first 
began to dislike it? 

21-22 If no: How old were you when you first 
became aware that you did not want 
milk? 

23 Did you dislike milk (or become aware 
of dislike) gradually 1) 
or all of a sudden (2) x“ 

24 Can you recall anything that happened 
that may have caused this dislike (or can 
you recall any incident that made you 
aware that you did not want to drink 
milk) ? 

25 Was your dislike at this time a definite 
dislike (1) or do you think you just 
preferred to drink something else 

(4) — 

35 Did you like other drinks better than 
milk ? (1) Yes — (2) No — 

36 If yes: What did you like better about 
it? 

39 Did you give up drinking milk gradu- 
ally? (1) or all at once (2) 

40 Tell me something about how it hap- 
pened. (Incidents connected with stop- 
ping) 

41-42 How old do you think you were at the 
time this happened? 

Up to What Age Did You 

66-67 Drink milk regularly as a child does 
(every day, nearly every meal) 

68-69 Drink milk regularly as a grown-up does 
(perhaps once a day) 

70-71 Drink milk only occasionally 

72-73 At what age did you stop drinking milk? 











With the help of those questions it was 


possible to classify the children according to \ 


several types, the main ones being: 


Type A: Those children who could remember 
a definite incident from which their dislike for 
milk started, as for instance, being given 
spoiled milk, or having been ill. 

Type B: Those children who gradually lost 
the habit of drinking milk and turned to other 
beverages, very often lead by their mothers who 
offered them other beverages. 

Type C: Those children who, since they were 
babies, were never able to stand the taste of 
milk. 
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Type D: Those children who could not give 
us any useful information. 


The distribution of those types is roughly 
the following: 


Type A (special incident) 36.0 
Type B (gradual dishabituation) 24.0 
Type C (always) 30.0 
Type D (not enough information) 10.0 

100.0 


The practical importance of this main 
classification is very clear. For Type A, we 
will be most interested to learn what inci- 
dents caused the dislike. Can it be avoided 
by better management of the companies, by 
advising teachers and parents? Here every- 
thing centers around the handling of the milk 
itself. Type B evidently centers around the 
attitude of the parents and the question is 
whether something can be done about it. 
Type C might be the hopeless cases which 
are rooted in some physiological allergies. 
Type D requires further information. In 
order to get more data in regard to the last 
two types, special interviews with the moth- 
ers of these children were made. The data 
collected in the questionnaire will be used in 
different ways for the different types. For 
Type A, for instance, we will be especially 
interested to see if there is a certain critical 
age at which such incidents are likely to 
occur. For Type B, we will want to learn 
more about the habits and background of the 
parents. In this way, the typological classi- 
fication blazes a trail for practical action as 
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well as for further detailed studies according 
to different lines. 


ProGRESS IN METHODS NEEDED 


Many technical problems may come to the 
reader’s mind. Are people willing to give 
such detailed information? Experience 
shows that if those interviews are carefully 
organized and the interviewer well in- 
structed, the respondent is more interested 
to answer them than if he is asked insignifi- 
cant questions which have no real relation- 
ship to his own experiences. Are such in- 
terviews not too expensive? They certainly 
cost more than the usual “‘yes and no” type 


but they are not needed in so great a number. 


-_ 


The kind of psychological information for 
which they ask is not so dependent upon 
incidental local factors and, therefore, a few 
well-selected samples will, in general, yield 
rather reliable results. It has to be stressed, 
however, that the detailed interviews sug- 
gested here would not replace the traditional 
type looking for mass information; they 
rather are devised to supplement the gen- 
eral background knowledge which we are 
accustomed to collecting. Finally: does it 
not require great ingenuity on the part of 
the interviewer which cannot be expected 
from the average staff ? Here, of course, the 
challenge comes in. These techniques, once 
developed, can be taught and trained as 
clearly and generally as any other. The task, 
therefore, lies mainly with .gve research 
people to see their hieststanee 440 to work 
on their refinement. \ g 
us 
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Predetermining the Necessary Size of a 
Sample in Marketing Studies 


RAYMOND VERNON 


Securities and Exchange Commission, Washington, D.C. 


Epitor’s Note: This paper presents a technique 
that may well prove very useful in many market 
studies. Its limitations are such, however, that tt 
seemed wise to append the comments of a statis- 
tician. Perhaps others may care to add further re- 
marks. 


HE size of a sample that is necessary ac- 
b pated to measure some given charac- 
teristic of a market is always a matter of 
concern to the market analyst. Limited 
funds, of course, inevitably fix the upper 
limit of a sample’s size. Beyond that ever- 
present limitation, however, the number of 
units in a sample used in marketing studies 
has, in the past, often been determined partly 
by guesswork, partly by the lessons of past 
experiences and partly by pure prejudice. 
Only rarely in the field of marketing have 
the many well-established statistical prin- 
ciples which particularly pertain to these 
problems been practically applied. 

The two statistical measures which the 
market analyst uses perhaps more frequent- 
ly than any others, are the arithmetic mean 
or arithmetic average and the percentage or 
proportion of a total. For example, the 
analyst is likely to want to know the average 
consumption per family of a given food, the 
average length of life of a particular house- 
hold product, the average age of the readers 
of a magazine. He may want to know the 
percentage of the subscribers to a periodical 
who are male, the percentage of a number of 
persons interviewed who use a particular 
brand of shaving cream. 

With regard to each of these measures, 
two problems are most likely to confront the 
analyst. These are: 


1. What is the maximum likely error in- 
volved in the arithmetic average or the percent- 


“hs. 


age figure which has been calculated from a 
sample of a given size? Or, expressed in a dif- 
ferent way, how far frou ‘ue “true” percentage 
or “true” average may the average or percent- 
age calculated from our sample vary—when we 
define the “true” average or percentage as that 
which would have been obtained if the entire 
population rather than a sample were measured. 

2. How large a sample is necessary to be 
reasonably certain that the accuracy which we 
are desirous of obtaining in an arithmetic aver- 
age or in a percentage figure will, in fact, be 
obtained ? 


With regard to the percentage figure, both 

of these problems have been capably and 
thoroughly treated by Dr. Theodore Brown 
of Harvard, in a paper entitled “The Use of 
Statistical Techniques in Certain Problems 
of Research’ and by others. The method for 
answering problem 1, above, has been care- 
fully described. In answering problem 2, 
tables have been compiled indicating the size 
of a sample necessary to obtain a given de- 
sired accuracy in percentages calculated 
from the sample. 
With regard to the average or arithmetic 
mean, however, only the first of these two 
problems has been treated and there remains 
the matter of determining the size of a 
sample which is necessary to obtain an arith- 
metic average of a desired accuracy. This 
paper proposes a method for approaching 
that problem. 

The presentation of the suggested pro- 
cedure is in three sections, namely, (a) the 
pure mechanics of the method, (b) the as- 
sumptions and limitations involved in the use 
of the method, (c) the derivation of the 
method. 

The first two sections must necessarily be 
perused for an understanding of the pro- 
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cedure to be outlined; the last section will 
probably be of interest only to the statis- 
tician. 


The suggested method may not be em- 
ployed with complete impunity. However, 
with a proper appreciation of the limitations 
of the method—which will be discussed in 
the section following—the formula below 
expresses the desired relation: 

N = R?/9D? 

In the formula, N represents the number 
of cases which are required in order to be 
reasonably certain that a desired accuracy 
will be obtained; D is the accuracy desired 
in the arithmetic average, i.e., the maximum 
amount by which the analyst is willing that 
the arithmetic average calculated from his 
sample may be in error or depart from the 
“true” average which he would have ob- 
tained from the entire population, rather 
than a sample; R is the range of the data, 
i.e., the number of units within which all of 
the data are likely to fall, or more strictly, 
the number of units within which 997 cases 
in a thousand will fall. 

It might be argued that the value of such 
a formula is nullified by the necessity for 
estimating R, the range, of some data con- 
cerning which one may know very little. 
And, indeed, when an estimate of R is not 
possible, the method is, in fact, of no aid. In 
actual practice, however, it is probably more 
often the rule than the exception that an in- 
telligent estimate of R may be made although 
little else is known about the data. At least 
three sources suggest themselves as an aid in 
making this estimate : 


1. Studies previously conducted by the 
analyst or by others may frequently provide an 
estimate of R. For example, if the problem is 
to determine whether the coffee-drinking habits 
of residents of a certain locality have changed 
since 1933, at which time a study was conducted 
on that subject, the range found in that study 
might—unless unusual circumstances prevailed 
—be used as measure of R. 

2. Oftentimes, personal experience or the 


experience of others may serve to fix R. Sup- 
pose we wish to determine the average mileage 
obtained per gallon by pleasure cars using a 
certain type of gasoline. The consensus of 
opinion of garage mechanics, gas station at- 
tendants and car dealers might permit one to 
fix a lower limit of, say, 5 or 7 miles per gal- 
lon and an upper limit of 26 or 28 miles per 
gallon with some assurance that these limits 
will include 997 cases in every thousand. 

3. Other methods failing, a preliminary sur- 
vey including perhaps fifty cases might be made 
and the range of the data obtained from this 
survey taken as an estimate of R. 


A table which is reproduced below has 
been devised which simplifies the application 
of this method. The horizontal scale gives 
various values of R, the range; the vertical 
scale contains various values of D, the ac- 
curacy desired; the body of the table gives 
N for any chosen R and D. 

It is apparent at once from the formula on 
which the table is based, that while the table 
gives values of N for values of R ranging 
from 1 to 9, values of N for R from 10 to 
90 may be obtained by multiplying each N by 
100; and for values of R from 100 to 900, 
values of N in the table should be multiplied 
by ten thousand. Similarly, although the 
table gives values of N for values of D from 
.01 to .09, values of N for D from .10 to 
.90 may be obtained by dividing each N by 
100; and for values of D from 1 to 9, N 
should be divided by ten thousand. 

A few hypothetical cases should serve to 
make the use of the table clear. 


1. A manufacturer wishes to learn the aver- 
age retail price of his product. He has reason to 
believe that the highest price charged by re- 
tailers is six dollars, the lowest four dollars. He 
wishes to secure an estimate which he can be 
reasonably sure is accurate within five cents. 
R is 2; D is .05 and by direct reference to the 
table, N is 178. Random sampling of the prices 
of approximately 200 retail outlets and the cal- 
culation of an arithmetic average from the 
prices obtained in that manner should yield the 
desired result. 

2. An advertising agency is studying the 
seasonal change in soap consumption. It wishes 
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TABLE OF N For GIVEN VALUES OF R AND D 


D 1 2 3 4 
01 1,111 4.444 10,000 17,778 
02 278 1,111 2,500 4,444 
03 123 494 1,111 1,975 
04 69 278 625 1,111 
05 44 178 400 711 
06 31 123 278 494 
07 23 91 204 363 
.08 17 69 156 278 
.09 14 55 123 219 
to know the average soap consumption per 


family in May of families using its client’s 
product. A survey covering the month of Feb- 
ruary had indicated that five to twenty-five 
cakes per family had been consumed in that 
month. Desiring accurate results because of the 
nature of the study, the analyst will accept an 
average which may be in error by a maximum 
of .08. R is 20; D is .08; N is 6900, obtained 
by multiplying the figure indicated when R is 
2 and D is .08 by 100, in order to adjust for 
the value of R. A sample in the neighborhood 
of 7,000 cases is indicated as necessary. 


It must, of course, be appreciated that the 
solution obtained for N is endowed with no 
mysterious mathematical accuracy. Based as 
it is upon a subjective estimate of R, it may 
prove to be in considerable error. In fact, an 
error of fifty per cent in one’s estimate of 
R will create an error of even greater pro- 
portion in N. However, the problem of 
choosing the proper size of a sample, as it 
confronts the analyst, is most often one of 
magnitudes. He is generally not so much 
concerned with whether the sample should 
be 750 rather than 1,000 cases; it is more 
often a matter of choosing between 100 
and 1,000 cases. For the latter situation, this 
method frequently will prove entirely ade- 
quate and it is with this viewpoint in mind 
that the method and the data in the table 
should be regarded. 

A matter which is of paramount impor- 
tance in connection with the use of this table 
is that in those cases in which a small N, 
smaller than thirty, is indicated, the table 
and formula are subject to some error and 
the method may not be employed. 


R 


11 

5 6 7 8 9 
27,778 40,000 54,444 71,110 90,000 
6,944 10,000 13,611 17,778 22,500 
3,086 4444 6,049 7,901 10,000 
1,736 2,500 3,403 4444 5,625 
1,111 1,600 2,178 2,844 3,600 
772 1,111 1,512 1,975 2,500 
567 816 1,111 1,451 1,837 
434 625 851 1,111 1,406 
343 - 494 672 878 1,111 


Certain explanatory notes are essential for 
a complete presentation of the suggested 
method. 


At last four basic assumptions are made in 
applying the method suggested above: 


1. The samples involved in any study to 
which this method is applied must be purely 
random, i.e., such a sample as might be ob- 
tained from haphazardly drawing the required 
number of names from a receptacle containing 
on slips of paper the names of the entire popu- 
lation involved in the study, whether the popu- 
lation be the subscribers’ list of a magazine, a 
city directory, or a company’s stockholder list. 

2. The “reasonable” certainty that the size 
of sample indicated by the method above will be 
sufficient for obtaining the desired accuracy is, 
specifically, a probability of .955. If one desires 
even greater certainty that this sample is suffi- 
cient to obtain the desired accuracy, a proba- 
bility of, say, .997, the size of the sample indi- 
cated by the table need merely be multiplied by 
9/4. 

3. Another assumption made is that small 
samples are not to be employed, defining a 
small sample as one of less than thirty cases. 
If the formula or the table should indicate that 
less than thirty cases are necessary to obtain 
the desired accuracy, the estimates of sample 
size obtained by the formula itself begin to be 
subject to some error. 

4. Finally, it is a fact of some importance 
that the use of R as an estimate of variation 
in the data implies that the data are normally 
distributed, or nearly so. Thus, when applying 
the method to a distribution which is badly 
skewed or otherwise departs radically from the 
normal distribution, the formula and table are 
considerably diminished in value. 


The formula for measuring the accuracy 
of an arithmetic mean calculated from a 
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sample is Sm = S/VN where S, is the 
standard error of the mean. The probability 
is .955 that the mean of a sample chosen at 
random will fall within the range encom- 
passed by 2S,,, a probability which may be 
considered reasonably satisfactory for most 
problems of this type. 2S,, will therefore be 
considered equal to D, the accuracy desired 
for the mean. Therefore: 


D = 2S/VN 
N = (2S)?/D? 


In a normally distributed population, 997 
cases in a thousand will fall within a range 
equal to 6S. Then: 2S = R/3 and substitut- 
ing in the formula above, N = R?/9D?. 

The derivation above, is not applicable to 
cases involving small samples. 


COMMENT 


The method described in Raymond 
Vernon’s paper is an interesting application 
of the standard error of the arithmetic mean, 
with more than the usual liberties taken with 
the assumptions. I am afraid that if the 
necessary qualifications were taken into ac- 
count, the paper would lose much of its pres- 
ent attractive simplicity. The qualifications 
are significant particularly because of the 
typical diversity and skewness of economic 
data. 

The concept of “error” or “tolerance” im 


a sample may be considered as absolute or 
relative. In one example used, the author sets 
up a range of $4 to $6, with a goal of an 
average which is accurate within 5 cents. The 
proposed method yields a sample size which 
should give an average within the limits. The 
same sized sample will yield an average 
within the same limits, even though the range 
were changed to $5,000 and $5,002. Yet the 
relative importance of the error is much less 
in the latter case. Mr. Vernon’s method is 
limited to the absolute error, but this is not 
made sufficiently clear in the paper. The D is 
defined as the “accuracy desired in the arith- 
metic average” but must always be expressed 
in the same units as the original data, not in 
relative form. 

Mr. Vernon warns his readers that his 
method will not work well if the data are 
badly skewed or “otherwise radically differ- 
ent from a normal distribution.” In my opin- 
ion, his method is particularly open to diffi- 
culties from these two sources because of 
his use of the range. There is no algebraic 
reason why the range should not be used 
instead of the standard deviation of the data, 
if their relation approaches the ratio inherent 
in the normal curve. However, in economic 
data, and probably particularly in marketing 
surveys, the data are skewed and the range 
is erratic. 


R. L. Kozerka 
University of Minnesota 








Relation of Mass Buying to 
Mass Selling” 


H. E. ERDMAN 
Professor of Agricultural Economics, College of Agriculture, University of California 


Eprtor’s Note: This paper will be of special inter- 
est to many members of the Association because it 
portrays the impressions of an agricultural econo- 
mist and marketing expert on the relationship be- 
ween chain stores and agricultural codperative 
marketing institutions. 


HE title of this paper was suggested by 

the divergence of current ideas on the 
relationships between the modern grocery 
chains and the large farm cooperatives sell- 
ing food products. The paper itself grew out 
of an attempt to clarify the discussions of 
the relationship between these two groups 
and particularly as the results have a bearing 
on the welfare of producers and consumers 
of farm products. 

The beginnings of the retail grocery chains 
in this country along present-day lines oc- 
curred sometime after the establishment ir 
1859 of the first unit of the Great Atlantic 
and Pacific Tea Company. The early chains 
were based particularly on the standardiza- 
tion of processed foods, systematization of 
the retail business, and such consolidation of 
activities as was possible for an integrated 
organization. These chain stores at first 
separated out the low cost lines most suitable 
for the new method of handling. Thus staple 
groceries, particularly of the packaged types, 
were first adopted. Soon, however, fruits and 
vegetables and more recently meats have 
come in for intensive and expansive develop- 
ment by this type of retailer. 

A factor that has doubtless favored the 
development of the grocery chain stores with 


*Paper read at the Codperative Conferences 
held in Berkeley, California, on October 29 and 
30, and in Riverside, California, on November 5 
and 6, 1936. 

? Giannini Foundation Paper No. 59. 
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their standardized practice is the standardi- 
zation of food packages, varieties, and 
grades. During the last two decades—the pe- 
riod of great chain store growth—we have 
seen an enormous expansion in the sale of 
packaged prepared food, literally everything 
from soup to nuts being thus available. Dur- 
ing this period also the move for simplifica- 
tion and standardization of packages made 
headway in the departments of agriculture 
and commerce. And the development of 
specialized producing sections led to the pro- 
duction of a few staple varieties which were 
available in enormous quantities—in stand- 
ardized grades and packages. In some cases 
the development of huge coéperatives fur- 
thered the same general tendency by their 
intensive advertising of standardized prod- 
ucts. 

While the grocery chain store was de- 
veloping in this country a similar, yet quite 
different institution was developing in Great 

sritain. I refer to the consumers’ codperative 

movement. The beginnings of the movement 
took place mostly in the early 1800’s. The 
first real milepost of the movement was the 
small store established at Rochdale in 1844, 
out of which grew the British Wholesale So- 
ciety (1863), a federation of local coépera- 
tive retail stores. About the same time the 
Scottish Wholesale Society was formed 
(1868) and in 1923 these two formed the 
English and Scottish Wholesale Society, 
Inc., through which they import tea, operate 
tea plantations in Ceylon and India, and per- 
form other similar services. 

In 1929 consumers’ cooperatives in Great 
Britain and Ireland are reported to have had 
a membership of 6,168,994 persons, repre- 
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senting the heads of between one-half and 
one-third of all families in Great Britain and 
Ireland. At that time this membership was 
organized into 1,234 local societies, with a 
share capital amounting to £216,967,000. It 
is estimated that these consumers’ codpera- 
tives do 12 to 15 per cent of all retail trade, 
the percentage being much higher in the case 
of groceries alone. The Cooperative Whole- 
sale Society (English) in 1929 reported sales 
of over 90 million pounds, and the Scottish 
Wholesale Society, over 18 million pounds. 

The wholesale societies and some of the 
groups of local societies do considerable 
manufacturing of various products. For 
example, the wholesale societies are said to 
control the largest flour milling concern in 
Great Britain, supplying perhaps a fifth of 
all wheat ground there, and the English 
Wholesale Society operates a coal mine, etc. 

This cooperative system in Great Britain 
differs from our chain store system on one 
important point, namely, that all profits not 
put back into the business are paid out to 
consumers in patronage dividends. 

In the United States we never seem to stay 
put. The super-markets are the latest de- 
velopment. A super-market is virtually a 
small shopping center with the individual 
units or departments crowded together into 
a large building with adequate parking space 
adjacent, or with the various units clus- 
tered about a parking area. In their present 
form these began to appear in Los Angeles 
in the middle twenties as “drive-in markets.” 
In the early thirties their spectacular growth 
in some of the eastern states focussed na- 
tional attention upon them and, in the 
opinion of some, they constitute a threat to 
chain stores. 

The five points which seem to characterize 
the super-markets are: (1) A minimum of 
normal service. Goods are often not even 
stacked neatly on shelves, but are merely 
dumped on huge tables from which custom- 
ers in groups may serve themselves. (2) 
Provision of parking space. The congested 


conditions of many shopping districts gives 
a tremendous advantage to the super-market 
with its parking space adjacent to the build- 
ing itself. (3) Large unit sales. The appeal 
is to persons who can lay in a week’s supply 
by a trip on some evening or during the 
weekend to one of the super-markets located 
from 1 to 20 miles away (4) Numerous lead- 
ers. The characteristic features of these mar- 
kets is the generous use of leaders in order 
to appeal to those who wish to buy in quan- 
tity (5) Liberal advertising. In one of a 
series of articles appearing in Printer’s Ink 
the leading reason for the success of these 
super-markets is said to be advertising even 
more extensive than that of the chain stores.* 

The coming of the super-markets raises a 
lot of questions: May they not be merely a 
depression phenomenon based on availability 
of cheap space and “distressed goods”? Will 
they disappear after the novelty wears out? 
Will their advantages disappear after their 
numbers increase? Will the chain store com- 
panies step over into the new field? 

In considering how far the chains and 
super-markets may go, let us summarize the 
fundamentals explaining past growth: 

1. The chains offered a relatively small 
amount of personal service such as waiting on 
customers, credit extension, and delivery of 
goods. They did this at a time when independent 
retailers were charging flat prices sufficiently 
high to enable them to offer such services to 
those who wanted them with no extra charge. 
The present customers of the full-service inde- 
pendents are to a considerable extent those who 
are likely to continue to want to hire such serv- 
ices performed for them. Here lies the special 
strength of many independents. Neither the 
limited service chains nor the super-markets 
are likely to make serious further inroads here. 
The service users have largely been separated 
out from those who would rather perform the 
services for themselves at a small saving. 

2. The chain stores offered definitely lower 
prices than did the independents as a group at 
the time of their rapid growth. In the old type 
of independent stores, margins were doubtless 





*Zimmerman, M. M., in Printer’s Ink, p. 73. 
August 15, 1936. 
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higher than necessary because of a tendency to 
be wasteful of delivery service and to over- 
extend credit. In present-day comparisons of 
chain store and independent: prices, the com- 
parison includes only those relatively efficient 
retailers who have actually been able to with- 
stand the competition of the chains, and who in 
many cases are banded together for mass buy- 
ing. The proprietor’s eye, directed to intimate 
details, does much to cut costs to the bone in 
many of these independents. 

3. The chains used so-called “loss-leaders” 
freely. These were often loss-leaders only in 
the sense that the margin of profit was not as 
wide as was usual on the particular type of 
goods in question. Often they were “special 
deals” in “distressed goods,” which the chain 
store buyer had located. The super-markets 
merely emphasize this aspect for those who 
wish to stock up for a week or two at special 
prices. 

4. The widespread use of advertising in the 
metropolitan press was likewise a factor which 
was partly responsible for the rapid growth 
and was not available to the independent gro- 
cers until they either (a) organized into volun- 
tary chains or (b) fell into line with a new 
development via the hand bill or shopping news 
types of advertising. 

5. The chain stores could, so to speak, follow 
their roving customers about as they moved 
from one part of a city to another or even to 
adjoining cities. This was a real advantage over 
the local independent. 


Certain changes in family life and living 
have in turn changed the demand for retail 
services, mostly, though not entirely, in 
favor of the chains. Thus there are the auto- 
mobile as a pleasure vehicle and as a means 
of transporting goods; the smaller family, 
and particularly the family in which both 
husband and wife work; the increase in 
apartment house dwelling, with its limited 
storage space; the passing of the home gar- 
den and orchard; and with it the increased 
dependence upon distant supplies ; and finally 
the improved technique in commercial can- 
ning and preserving foods. 

The widespread use of the electric refrig- 
erator is tending to restore in improved but 
restricted form the services provided by the 
old-fashioned storage cellar which has all but 


passed from modern city dwellings. With 
adequate cold space many housekeepers can 
take advantage of savings from somewhat 
larger unit purchases of perishables than 
would normally be used in day-to-day family 
living. Thus an alternative price of “two 
pounds for 15 cents” or “four pounds for 25 
cents” offers a saving of 16%4 per cent in 
favor of the larger quantity. Any increase in 
the size of the average sale may, of course, 
lower average retail margins, since the 
dollar-and-cents cost of the handling of the 
four-pound sale is not much greater than 
for the two-pound sale. Thus in the above 
example, if a product cost 4% cents per 
pound, the retailer would gross 6 cents on the 
two-pound sale, 7 cents on the four-pound 
sale. The former would, however, mean:40 
percent of retail sales, the latter 28 per cent. 

Much of the development of the chain 
store movement is doubtless closely asso- 
ciated with, or at least parallel to, the move- 
ment toward mass production in industry. 
It would have been surprising had no one 
sought to apply the mass idea to retailing. 
The movement toward mass selling by 
farmers’ organizations merely parallels the 
same developments in industry and com- 
merce. As farmers’ organizations have de- 
veloped there has been a natural attraction 
between them and the chains. The coopera- 
tives have sought the chains as outlets for 
larger volume. In some cases it is true the 
chains have sought to cut out even a part of 
the expenses of large cooperatives. Only a 
few days ago I was told of a case where a 
large chain store was soliciting the business 
of certain large cooperative creameries now 
selling through a cooperative sales organiza- 
tion. In numerous cases this is already being 
done, not only by creameries, but by egg and 
fruit associations in particular. As time goes 
on it seems to me that this sort of thing is 
likely to develop further. Not only do chains 
wish to cut out every possible item of cost 
between producer and consumer but they 
wish to assure themselves of a continuous 
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supply of uniform quality. This plan of buy- 
ing applies particularly to those situations in 
which there is an important saving in cost 
by such direct movement. 

As the cooperatives and the chains have 
developed there has been a tendency for the 
bargaining between the two groups to be put 
on a more intensive plane. Thus we have co- 
operatives which have been entrusted with 
the sale of from 50 to 90 per cent of a prod- 
uct in given areas. They, in competition with 
independent producers and smaller associa- 
tions, deal with a group of chains which be- 
tween them often handle one-half of the 
products of whole regions, in competition 
with the old-time jobber. Here you have an 
interesting bargaining situation, sometimes 
almost one in which an irresistible force 
meets an immovable object. 

Great alarm is often expressed at the like- 
lihood that the new pricing system may in- 
jure both consumer and producer. Under the 
old plan a large number of producers sold 
to country buyers or to small associations of 
producers. These in turn reached consumers 
through a broker-auction-jobber-retailer sys- 
tem. 

Under the new plan as it applies to that 
substantial portion of our business which 
is handled by chain stores, salaried buyers 
deal directly with the sales managers of large 
or small producers’ associations wherever 
possible. The remainder of the business con- 
tinues to flow through the old trade chan- 
nels except that there are now more and 
stronger producers’ associations with central 
selling agencies, particularly with many 
fruit, vegetable, poultry and dairy products, 
and these deal, of course, most commonly 
through the broker-auction-jobber-retailer 
plan. ; 

It seems to me we may well ask the ques- 
tion as to whether the new dual system 
serves as well as the old in equating supply 
and demand—or better or worse. The old 
plan certainly did not work any too well, if 
I am to judge by the number of complaints 


voiced by men in different walks of life at 
various times in the last seventy-five years. 
Horace Greeley in 1869 had this to say of the 
situation in New York: 

I write in the fulness of a Peach-harvest of 
extraordinary abundance. Peaches were never 
before at once so plentiful and so good. The 
growers throughout our country will hardly 
realize an average of twenty-five cents per 
bushel; while immense quantities must be fed to 
animals or left to rot under the trees that bore 
them. This City is a great, if not the greatest, 
emporium of the Peach-trade, and is not far 
from the great Peach-orchards of New Jersey, 
Delaware, and Maryland, wherewith it is con- 
nected by many lines of steamboats, railroads, 
etc. Yet, while the growers have been con- 
strained by their abundance to sell Peaches at a 
low figure, and often at prices which left them 
nothing after defraying the cost of transporta- 
tion and marketing, the consumers have paid 
for them an average of not less than two dol- 
lars per bushel. So imperfect is yet the machin- 
ery of distribution that, though the swine of the 
producing farmers have eaten peaches to 
satiety, our City’s Laboring Poor could rarely 
afford to let their children eat once their fill 
of good, sound ones. It would seem that here 
is room for improvement, and that the wisdom 
of the Nineteenth Century should be equal to 
effecting it.* 

In California the farm press and the pro- 
ceedings of annual meetings of farmers’ as- 
sociations for over half a century are full of 
criticisms of the marketing system. The writ- 
ers and speakers criticized high charges by 
California packers and shippers, dishonest or 
questionable practices here and in the East, 
wide margins in the East, and disorganized 
markets.’ The real reasons for low prices 
were more often excessive supplies resulting 
from rapid increases in production in the 
face of relatively slower growth in demand. 
Among the various evils charged against the 
chain stores as an important part of the pres- 
ent system is that their operations tend to 

“Greeley, Horace. Political Economy, p. 274-5. 
1870. 

5 See summary, Kraemer, Erich and H. E. Erd- 
man. History of codperation in the marketing of 


California fresh deciduous fruits. California Agr. 
Exp. Sta. Bul. 557:119. 1933. 
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depress prices to producers. To prove or dis- 
prove such a statement is probably not pos- 
sible. One cannot determine what would 
have happened in any particular case if what 
did happen had been different. I have no 
doubt that buyers have tried many devices 
for lowering prices to producers. Altogether 
too many instances come to light. One is in- 
clined to wonder, however, whether in many 
of these cases there were not “surplus” situa- 
tions in which, under the older plan, much 
produce would have remained unharvested. 
In such a situation a big but shrewd buyer 
will naturally appear as the price-depressing 
villain, even though prices would have fallen 
anyway. 

With the keen competition between the 

¢numerous chains ; price-depressing measures 
are particularly unlikely to work unless mar- 
ket conditions are just right. The chain store 
that, for example, advertises a low price at 
retail, hoping to force country prices down 
to a profit point, is quite likely to find that at 
such low retail prices others likewise find it 
possible to move larger quantities and bid 
accordingly. 

Offsetting the chain store price evils—I 
leave you to judge in what measure—are 
price-lifting influences of the chain. Repeat- 
edly instances come to light where codpera- 
tive managers call upon chain stores for help 
in moving surpluses. More recently several 
instances of united appeal to the chains have 
taken place. Thus in the spring of 1936 a 
newly established California canning peach 
stabilization committee managed to get the 
help of 34,000 chain store units in moving a 
surplus of canned peaches.® A little later the 
same sort of thing was done with dried 
fruits, and in the middle of the summer when 
heavy supplies of beef cattle were moving 
into the markets from the drought-stricken 
Middle West, a group of representatives of 
the livestock industry likewise appealed to 
the chain stores to help move a threatened 


*California Fruit News. 93:2502:3. June 20, 
1936. 


disastrous surplus. Again the chains came 
through.’ In each of these cases the inde- 
pendents were also called upon and made a 
fine response. In the publicity given the mat- 
ter the independents probably did not get all 
the credit they deserved. However, the very 
setup of the chain store system makes the 
chain particularly responsive to sales stimu- 
lation in such situations. 

On the whole, it seems to me that with 
present-day regional specialization in food 
production, particularly where strong co- 
operatives are on the job, the balance be- 
tween advantage and disadvantage is well in 
favor of the present system, particularly if 
certain evils can be corrected. Some of the 
so-called evils are, however, far more deep- 
seated than would seem at first blush. Such 
is the discounts and allowances evil. 

It has seemed to me that the tendency to 
give excessive discounts and allowances to 
very big buyers has grown largely out of the 
natural attitude of many sellers toward addi- 
tional business. Normally any seller aims at 
a price for each lot which not only covers 
direct costs but overhead costs as well. The 
direct costs will, of course, be relatively 
smaller on a large lot than on a small one, 
hence quantity discounts are everywhere 
recognized. If, however, business is to be 
obtained which cannot be had except at a 
price covering direct costs and only a part 
of overhead costs, it will normally be ac- 
cepted if the seller has unused capacity. A 
low bidder may or may not get the business, 
because competing sellers having excess 
capacity may make equally low bids to get 
the business. The net result is usually that 
large buyers who are well financed and in a 
position to shop around can get special dis- 
counts or allowances in addition to regularly 
established quantity discounts. 

There are, however, sorts of cases in 
which the very large buyer is at a handicap. 


* Denman, C. B. Nation-wide domestic beef sales 
campaign. National Livestock Producers 14:11:3. 
August, 1936, 
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Sellers operating at approximately full ca- 
pacity refuse to risk loss of other outlets by 
taking on too big an order. At other times 
sellers have been known to “gang up on a 
buyer” when they know he must ultimately 
buy heavily. 

The State Unfair Practices Act presum- 
ably should stop price cutting on the above 
principle according to a recently announced 
decision on which milk dealers were ordered 
to cease the sale of milk at cut prices to 
institutional buyers. The defense of the milk 
dealers had been that their regular costs were 
covered by their other business and that this 
institutional business was in the nature of 
something extra.® 

Presumably also the Robinson-Patman 
Act will tend to eliminate such practices na- 
tionally. I have a suspicion, however, that in 
both cases the more likely development will 
be that of a multiplicity of marketing ar- 
rangements under which peculiar cost alloca- 
tions will be developed in order to hide the 
special discounts often made te certain 
buyers. 

The central idea underlying excessive dis- 
counts is as old as the hills. It concerns an 
economic force which comes into play when- 
ever there is unused capacity in a business 
in which the proportion of overhead cost is 
relatively high in comparison with direct 
costs. The general principle on which a 
businessman acts in granting excessive dis- 
counts in order to get accounts on which he 
can utilize capacity not otherwise used is 
similar whether it applies to large orders or 
to the extremely small orders often taken 
on routes which have to be covered anyway. 

Internationally we have long discussed 
the same general problem under the heading 


*See Pacific Rural Press. 82(13) :332. Septem- 
ber 26, 1936. A recent study of the operation of 
both the Unfair Practices Act and the Fair Trade 
Act leaves one skeptical. See Grether, E. T. Ex- 
perience in California with fair trade legislation re- 
stricting price cutting. Cal. Law Rev. 24:6 :640-700. 
Sept., 1936. 


of “dumping.” Such dumping is so common 
that when a tariff was urged to protect a 
budding South African steel industry a few 
years ago the opposition argument was that 
South Africa could buy its steel far cheaper 
from the Belgian, German, English, or 
American steel manufacturers who season- 
ally have idle capacity, than it could hope to 
manufacture it. It was contended that good 
business therefore dictated a policy of trad- 
ing South African agricultural products for 
the foreign steel available at bargain prices. 
Concerning the whole matter of selling 
on an “additional costs basis” Robert Burns’ 
oft-quoted couplet comes to mind when 
one notes our denunciation of dumping on 
the part of foreigners and then contemplates 
the significance of the McNary-Haugen and 
the export debenture proposals under 
which the dumping of surpluses abroad 
would have become a governmental function. 
Better yet, some of California’s own surplus 
products are actually moving through, over, 
or around tariff walls to Europe at bargain 
prices—a treat to European consumers. Ac- 
cording to Burns’ “Oh wad some power the 
giftie gie us to see oursels as ithers see us.” 
We often hear discussions of bargaining 
power as though it were a mysterious some- 
thing by means of. which powerful coopera- 
tives may arbitrarily raise their prices or 
powerful chain buyers arbitrarily lower 
them. There is a difference between bargain- 
ing power and monopoly power. Bargaining 
power is normally concerned with a range of 
prices or twilight zone within which at any 
time prices may become established by bar- 
gaining. Monopoly power is normally exer- 
cised by restricting supply to an amount 
which can be sold at a desired price, com- 
monly with some degree of bargaining. 
The range of prices or twilight bargaining 
zone within which the price of a given lot 
of goods might settle is to be noted in any 
given trade involving two negotiating parties. 
A carload of apples, a herd of cattle, or even 
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a quarter of beef or a box of apples—even a 
jack knife—offer good illustrations. The sell- 
er wants all he can get and the buyer wishes 
to pay as little as he must. Suppose the buyer- 
seller pair is willing to get together on a deal 
with reference to a carlot of No. 1 apples. 
They know that the price of that quality is 
quoted at $1.80 to $2 a box. They know also 
that the 20-cent range in this quotation is of 
a two-fold nature. Thus they know that the 
grade “No. 1” is not quite a precise thing— 
some of the apples are better than others 
within the same grade. Allowance for such 
difference in the various carlots quoted might 
narrow the quotation spread so that for 
apples of a very similar quality the range 
would still be $1.85 to $1.95. The remaining 
10-cent spread might be ascribed to differ- 
ences between buyers and sellers on such 
points as market values, personal forecast 
of the way in which the market is likely to 
go, ability to hold off action (either as buyer 
or as seller), ability to bring about codpera- 
tion with the other party, etc. Obviously 
within the $1.80 to $2 range the balancing of 
the knowledge and skill of the buyers would 
bring about a sale of the lot in question. But 
the particular price might be anywhere in 
the range. It is in some such bargaining range 
that bargaining power is exercised. 

The usual idea of monopoly is that of 
complete control over supply, hence over 
price. There are few such monopolies. They 
are mainly in the realm of public utilities or 
in the sale of patented or copyrighted 
articles. 

More realistically viewed, the matter is 
not so simple. There are degrees of monopo- 
ly, just as, starting from the other end, there 
are degrees of freeness in competition. Many 
a concern in what is supposedly a freely com- 
petitive industry has what we may consider 
a monopoly element when it has a bit the best 
product or when customers have a bit more 
confidence in it than in its competitors, etc. 
It is the latter sort of monopoly power that 
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some of our large cooperatives have. True, 
they are held together by contracts. But these 
contracts are normally cancellable on rela- 
tively short notice. 

Apropos of the discussion of monopoly in 
relation to the chain store problem, I am 
inclined to agree with a recent writer who 
states that much of the confusion in connec- 
tion with the lack of free competition arises 
from a failure to distinguish between the 
forms as compared with the results of com- 
petition.® He insists that mere numbers of 
units or size of operations does not neces- 
sarily mean that competition is absent. The 
results may belie the outward indications of 
form. The manager of a large producers’ 
association who sells all the products offered 
by his members in the best available outlets 
may be monopolist in form, but not as to 
results. The superior skill he exercises in 
sizing up and utilizing a market in reality 
means that the laws of supply and demand 
are given a better mechanism through which 
to work. 

The above-mentioned writer gives still an- 
other illustration of what he thinks of as con- 
fusion of the forms with the results of ap- 
parent lack of competition : 

New commodities, the public demand for 
which has not yet been awakened, have brought 
ever increasing competition of producers with 
consumers. Rising above the subsistence level, 
the masses have constituted an ever expanding 
market. A small profit per unit of product, 
elastic demand, increased output, decreasing 
cost—these have been the driving forces of in- 
creasing competition of producers with con- 
sumers. With free competition (that is unre- 
stricted consumers’ choice in the market place) 
the relation of producer to consumer has been 
increasingly free and competitive.?® 

While the reference in the above quotation 
to “competition of producers with consum- 
ers” is confusing, the idea is an important 


* Ratzlaff, C. J. The theory of free competition. 
University of Pennsylvania Press. p. 9-10. 1936. 

* Ratzlaff, C. J. The theory of free competition. 
University of Pennsylvania Press. p. 9-10. 1936. 
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one. In the sense in which the author is ap- 
parently thinking we may consider many of 
California’s specialties—even staples—to be 
in competition with other specialities—the 
“gadgetry” of recent popular articles and 
books. 

Thus almonds, walnuts, avocados, lemons 
and even butter, although they are staples, 
are luxuries to many of our population. But 
even as staples they are apparently dispens- 
able in that their use can be curtailed by food 
substitution if a new radio, a new refriger- 
ator, Or even a new Car is one of the many 
alternative choices on which the consumer 
may spend his income. 

We are familiar with the sort of situation 
which develops when in a given market oc- 
cupied by, let us say, a single retailer, a sec- 
ond makes his appearance. The first may 
have had in his locality a degree of monopoly 
power. In such a situation there may not be 
enough business available to keep both sets 
of facilities fully utilized, yet they are both 
there waiting to be used. Even though such 
competitors do not have any formal agree- 
ment, there may develop a tacit recognition 
on the part of both that any price cutting is 
unwarranted because it would only lead to a 
meeting of cut prices. In fact, prices may 
gradually work higher, if doing so proves to 
be the most profitable for the two competi- 
tors, sometimes more correctly called “du- 
opolists” as distinct from ‘‘monopolists.” 

The existence of a powerful cooperative 
and a powerful chain store operator in any 
market may at times bring on a friendly and 
cooperative relationship in which each recog- 
nizes the strength of the other. Each may 
recognize the fact that at times he might 


injure the other by pressing an advantage but 
he may also recognize the fact that he will 
later desire favors of the other and had 
better not press an advantage too far. It is 
entirely possible that such interbargainer co- 
operation between two powerful groups may 
do a better job of equating supply and de- 
mand through price than was possible under 
the old system. Nor need the consumers be 
apprehensive so long as they have the free- 
dom of choice already discussed. If these 
groups do their job well, we should hear less 
and less of “food rotting on the ground” 
in good crop years, while city prices are 
high. 

The evils of which much is said and writ- 
ten can likewise be handled by agreement 
between the two groups. Witness the begin- 
ning recently made when cooperative groups 
entered into an agreement with a chain store 
group for elimination of undesirable prac- 
tices.** 34 

The grocery chain stores, in one form or 
another, are doubtless here to stay for a long 
time. So, too, are the codperatives, large and 
small. It seems to me that a frank recognition 
of mutual usefulness will serve best not only 
producer and consumer, but the codperative 
and chains as well. I have no illusions as to 
the approach of a millennium, however. 
There will still be a struggle, and in the back- 
ground the devil will ever be in readiness for 
the hindmost, no matter how much we may 
legislate. 


™ Teague, C. C. The human equation in codpera- 
tion. Codperative Journal. 10 (4). July-August, 
1936. 

% Farmer-merchant marketing pact. The Cali- 
fornia Citrograph. September, 1936. 














The Census, the Codes, the Commission, 
the Committee and Marketing 


Terminology 


R. §. ALEXANDER 
Assistant Professor of Marketing, School of Business, Columbia University 


Epiror’s Note: Precision in terminology is essen- 
tial to science. Whether marketing, or any other 
social activity, will ever reach a point of precise 
definition is problematic, but it seems that this As- 
sociation should bend every reasonable effort to- 
ward that end. Professor Alexander continues his 
excellent work in this field by calling attention to 
different usage by various public bodies. May the 


confusion gradually be lessened. 

| past recent years several governmental 
agencies have offered contributions in 

the field of marketing terminology. In sev- 


eral of its reports, appearing over a period 
of years, notably those on chain stores, the 


Federal Trade Commission has presented 
definitions of certain marketing terms. In 


general these definitions suffer from the 
difficulty that they were prepared for a spe- 
cific and rather narrowly limited purpose— 
that of facilitating a report to Congress on a 
subject designated by that body. They are 
thus apt to leave something to be desired 
when an attempt is made to apply them in 
common usage. 

In preparing for the Census of Distribu- 
tion, those in charge of that work found it 
necessary to set up certain mutually exclu- 
sive, but collectively inclusive categories of 
marketing agents and activities. These were 
published in 1931.1 Examination and use of 
the Census figures brought home to many 
marketing students in a most forceful man- 
ner both the tremendous overlapping and 
duplication which exists among distributive 
agents and functions and the confusion and 
inexactness that have prevailed in the usage 
of the terms by which those agencies and 

* The several reports of the Committee are sum- 


marized in The National Marketing Review, Fall 
Issue, 1935. 
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functions are ordinarily designated. 

When the National Recovery Administra- 
tion in cooperation with various business 
groups attempted the writing of codes to 
control certain distributive practices, a pri- 
mary problem was found to be that of draw- 
ing definitions of the activities involved and 
of the agencies which performed them. Mar- 
keting students have pretty generally felt 
that the N.R.A. definitions could be diste- 
garded since they are always drawn with a 
specific purpose in mind and were usually 
the result of the compromising of business 
interests with terminological exactitude. 
While these facts undoubtedly subtract from 
their usefulness, it must be remembered that 
for a number of the terms used in marketing 
the codes contain the results of the most 
widespread and catholic endeavor hitherto 
made at definition. They are also significant 
in that they constitute the most extensive and 
complete record of the common business 
usage of these terms. 

It seems worthwhile from the standpoint 
of the teacher of marketing, therefore, to 
draw together within the compass of a single 
survey at least a portion of the terminologi- 
cal work of these several bodies and to com- 
pare it with the results of the efforts of those 
interested in the subject from a more aca- 
demic viewpoint as these results were pre- 
sented in the reports of the committee on 
Definitions of the National Association of 
Marketing Teachers issued from time to 
time from 1932 to 1935.? This has been done 


? This article was set in type before the re- 
ports of the 1935 Census of Distribution appeared. 
These reports made several minor changes in the 
terminology used by the Census. 
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for only those marketing terms which have 
been treated by several of the groups in- 
volved. 


RETAIL DISTRIBUTION 
Retailing 


The Census and eleven of the codes pre- 
sent definitions of retailing. The Census de- 
fines this function as “the process of purvey- 
ing goods to ultimate consumers for con- 
sumption or utilization together with the 
services incidental to the sale of goods.” Ex- 
cept for the multi-syllable words, this is 
practically the language of the Association’s 
Committee, “The process of selling to the 
ultimate consumer.” 

Among the code definitions that of the 
Master Retail Code is probably the most 
significant since it covered a much larger 
and more varied group of retail establish- 
ments than did any other in the field—‘“The 
selling of merchandise to the consumer and 
not for the purpose of resale in any form and 
all servicing of such merchandise normally 
performed in connection with retail selling.” 
This conforms rather closely to the Census 
definition, except that it includes selling to 
industrial, commercial, and institutional con- 
sumers. Such sales can hardly be regarded 
as a part of retailing. 

This same weakness exists in five of the 
ten® other code definitions of the term. Only 
one specifically requires that retail selling be 
done to the ultimate consumer. It is rather 
evident therefore that general business usage 
inclines toward the broader use of the word. 
Five of the codes specify that, in retailing, 
goods are not vended for purposes of resale. 
The codes governing the coal business con- 
tain a novel definition—“selling or delivering 
in other than railroad cars and cargo 
vessels.” 


* The codes which attempt such a definition are: 
Retail Meat, Retail Food, Grocery, Retail Jewelry, 
Retail Solid Fuel, Canvas Goods Industry, Book- 
sellers’ Trade, Coal Dock Industry, Motor Vehicle 
Retailing Trade, Retail Rubber Tire and Battery 
Trade, Wholesale Coal. 


Retailer 


Some additional light may be thrown on 
the subject by an examination of the defini- 
tions of retailer. While the Census does not 
formally define this term, it describes the 
retailer's activities as follows: “His distin- 
guishing characteristic is that the business is 
done in a retail manner in a place of business 
open to the general public. His function is 
primarily to anticipate the wants of the con- 
sumer and to make available at the right time 
and at a convenient place a reasonable selec- 
tion of goods capable of satisfying those 
wants.” 

The Committee describes this functionary 
as “a middleman who sells mainly to the 
ultimate consumer. He may sell to institu- 
tions and industrial purchasers but most of 
his sales are made to individuals and house- 
hold consumers—usually in small quanti- 
ties.” The makers of fifteen* codes attempted 
to define the term. These attempts present 
great variety. Considerable unanimity exists, 
however, on the proposition that the essential 
characteristic of the retailer is that he sells 
to consumers although there are several 
variations in the method of expressing the 
idea—“‘to the consuming public,” (two 
codes); “directly. to consumers,” (seven 
codes) ; “to consumer trade,” (two codes) ; 
“to the ultimate consumer,” (one code). Ob- 
viously business usage does not confine the 
concept of the retailer nor of retailing to sell- 
ing to ultimate consumers. Nor is the retailer 
to be distinguished by the fact that he sells 
solely to consumers. Eight codes specify that 
he vends “mainly or largely” or “in whole 
or in part” to them. Only one restricts his 
sales “solely to consumers.” Four codes also 


* These are: The Optical Wholesale Trade, Milk 
and Ice Cream Can Mfg. Ind., Package, etc., 
Cheese Industry, Retail Tobacco Trade, Ladder 
Mfg. Ind., Lumber and Timber Products Ind., 
Filing Supply Ind., Automotive Chemical Special- 
ties Ind., Baking Ind., Band Instrument Ind., Book 
Publishers’ Ind., Bowling and Billiard Equip. Ind., 
Wholesale Tobacco Trade, Cotton Glove Ind., 
Cigar Ind. 
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distinguish the retailer by the purpose of his 
sale by providing that he sells “not for re- 
sale.” Five require that a concern must 
“carry its own stock” or “carry a well as- 
sorted stock adapted to the needs of con- 
sumers in its area” in order to belong to the 
category. Three specify the retailer's method 
of purchasing, one stating that he “buys to 
resell,” another that he “buys in bulk” and 
a third that he “buys from a manufacturer 
or jobber.” 


Consumer 


In this connection it might be worth while 
to examine the meaning assigned by these 
several groups to the terms consumer® and 
ultimate consumer. Eighteen codes® contain 
definitions of the former and five’ of the 
latter expression. 

The central idea in the definitions of con- 
sumer seems to be that of purchase for the 
buyer’s own use and not for resale. Twelve 
codes establish this requirement by one form 
of expression or another. Six specifically 
state that a consumer is not a purchaser for 
resale and five declare that he is a buyer who 
is not a dealer or a distributor. Only two 
apparently use this term as roughly synony- 
mous with ultimate consumer since they 
designate the consumer as an “ultimate user” 
or a “buyer for his own consumption.” 

Four codes define the expression ultimate 
consumer in identical terms—‘“a purchaser 
for home and personal use and not for use 


* The Committee on Definitions made no attempt 
to define this term nor did the Census of Distribu- 
tion. 

*They are the following: Plumbing Supplies 
Wholesaling, Bleached Shellac Mfg., Hacksaw 
Blade Mfg., Business Furniture Mfg., Asphalt and 
Mastic Tile Mfg., Agricultural Insecticide, etc. 
Mfg., Copper Ind., Filing Supply Mfg., Ladder 
Mfg., Power and Gang Lawn Mower Mfg., Plumb- 
ing Contracting Trade, Milk and Ice Cream Can 
Mfg., Oxy-acetylene Ind., Scientific Apparatus 
Mfg., Wrench Mfg., Wood Cased Lead Pencil 
Mfg., Valve and Fittings Mfg., Unit Heater and 
Ventilator Mfg. 

* Wholesaling or Distributing Trade, Importing 
Trade, Boiler Mfg., Wholesale Food and Grocery 
Trade, Paper Distributing Trade. 


or consumption in trade or business or by 
institutions.” This conforms roughly to the 
usage recommended by the committee, “one 
who buys and or uses goods and services to 
satisfy personal or household wants rather 
than for resale or use in business, institu- 
tional, or industrial operations.” The code 
formula is probably better than the more 
erudite phraseology of the Committee in 
that it is shorter and simpler. They seem to 
be practically identical in meaning. One code 
defines the term as synonymous with the 
usual definition of consumer—‘‘one who 
purchases products for use and not for re- 
sale.” 


Chain Store 


All of the groups attempt a definition ‘of 
the term Chain Store or Chain Store System. 
The Committee defines a chain store as “one 
of a group of retail stores of essentially the 
same type, centrally owned and with some 
degree of uniformity of operation.” 

The Federal Trade Commission differs 
sharply from this usage in defining a chain 
Store system as an “organization owning a 
controlling interest in two or more establish- 
ments which sell substantially similar mer- 
chandise at retail.” There is in this definition 
no requirement of centralization or uniform- 
ity in management. The reasons advanced 
for this omission are cogent. First some 
chains centralize all features of management 
in a central headquarters; others, none. All 
gradations exist between these two extremes. 
Second, in some cases, managerial authority 
is concentrated in central headquarters; in 
other cases, it is localized in district head- 
quarters. Third, this factor of internal or- 
ganization is very changeable and may vary 
from time to time within the same concern.* 

The Census definition presents certain 
radical differences from the other two. Ac- 
cording to it a chain store system is “a group 
(of four or more) reasonably similar stores 


*See Federal Trade Commission, Chain Store 
Inquiry, Volume 1, p. 2. 
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in the same kind or field of business under 
one ownership and management, merchan- 
dised wholly or largely from central mer- 
chandising headquarters and supplied from 
one or more distributing warehouses or di- 
rectly from the manufacturer on orders 
placed by the central buyers.” The Census 
makes it clear that “mere ownership is not 
the distinguishing feature’’® so long as cen- 
tralization of ownership does not centralize 
the merchandising or buying. Centrally 
owned retail establishments become a chain 
only when “merchandise planning and buy- 
ing are centralized apart from the stores and 
a warehouse or other central point or points 
are employed to accumulate and distribute 
merchandise to the stores.” In this respect 
the Census definition occupies a position 
midway between those of the Commission 
and of the Committee. The latter contem- 
plates some degree of uniformity not only in 
merchandising and buying but in the other 
features of operation as well—a uniformity 
which can hardly be achieved without a cor- 
responding centralization in the management 
of these features of operation. In this respect 
the usage recommended by the Committee 
goes somewhat farther than does either of 
the other two. 

In addition to the arguments presented 
above favoring the Commission’s policy of 
disregarding the factor of centralization of 
management, its justification may be urged 
on the basis of expediency. As a practical 
matter the difficulties involved in determin- 
ing in any specific case the presence or ab- 
sence of such centralization are very great 
and, because of the possibility of infinite 
variation in both degree and type, such deter- 
mination must become in each instance a 
matter of individual judgment by the per- 
son making the classification. It is undoubt- 
edly true, however, that in discussing chain 
stores, we habitually assume the results of a 

* Retail Distribution, Summary for the United 


States, 1930, Fifteenth Census of United States, p. 
15. 
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certain degree of centralized management as 
being a necessary element in our concept of 
this type of retailing institution. It seems 
therefore that the Commission is mistaken 
in failing to take some account of it in de- 
limiting the field of its study. 

For its arbitrarily fixed limit of four 
stores the Census offers no justification be- 
yond convenience and the limitations of its 
knowledge as to the methods of operation of 
groups containing less than four units. The 
individual returns did not reveal this infor- 
mation. The fixing of this limit is quite illogi- 
cal and it is to be hoped that in this respect 
the definitions used in the compilation of 
future censuses may be placed upon a sound- 
er and more reasonable basis. 

As a group the codes have but little to 
offer on this point. Three’® of the four" defi- 
nitions given are identical. All four include 
the idea of central ownership. The three to- 
bacco codes also require the maintenance of 
central distributing points, buying and stor- 
age facilities, and supervisory and account- 
ing service. The Button Jobbers Code insists 
that the several units must sell the same 
articles at the same standard price which asa 
practical matter probably renders the chain 
system non-existent so far as this code is 
concerned. 


WHOLESALE DIsTRIBUTION 


Several of the terms in the field of whole- 
sale distribution have been defined by all or 
most of the groups involved. The attempts 
in this field are all most interesting because 
it is here that we find the greatest degree of 
inexactness and overlapping of terminology 
to be observed in the whole subject of mar- 
keting. 


Broker 


The Committee recommended that this 
functionary be defined as “an agent or func- 


* Wholesale Tobacco, Retail Tobacco, Cigar 
Manufacturing. 


"The above plus the Button Jobbers Code. 
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tional middleman who does not have direct 
physical control of the goods in which he 
deals but represents either buyer or seller 
and does business in the name of his princi- 
pal. His powers as to prices and terms of sale 
are usually limited by his principal.”’ This is 
very largely merely an attempt to combine 
and reconcile the several textbook definitions 
of the term. 

The Census puts the same ideas with 
minor additions into a much greater volume 
of words—“wholesale middleman whose 
function it is to negotiate transactions be- 
tween buyers and sellers. They act as agents 
for their principals, usually wholesalers or 
producers although sometimes retailers as 
well. They may represent either buyers or 
sellers in a given transaction or both. They 
do not take title to the goods to which their 
negotiations apply except incidentally, nor 
do they ordinarily have possession of the 
goods or finance their clients. They are not 
bound to any set of clients nor are their rela- 
tions with any one client continuous. Their 
remuneration is in the form of a fee or com- 
mission, based upon the value of the goods 
or upon the quantity of goods in the trans- 
action.”’ The net additions made by this defi- 
nition to that of the Committee are the factor 
of lack of continuity of client relationship 
and the method of remuneration. 

Some years ago the Federal Trade Com- 
mission defined the broker as'* “one who is 
engaged for others on a commission basis in 
negotiating contracts relative to property 
with the custody of which, actual or con- 
structive, he has no concern. A person is not 
a broker who (1) has possession and abso- 
lute control of merchandise shipped to him 
to sell and collect the price thereof, (2) re- 
ceives a salary instead of a commission or 
brokerage, and (3) acts for one principal 
to the exclusion of all others.” In this formu- 
la the Commission conforms pretty closely 
to the characteristics set forth by the Census 
in its definition. 


* Report on the Grain Trade, Vol. II, p. 330. 


Twenty-three" of the codes contain defini- 
tions of this term. The most elaborate and 
probably the most carefully drawn is that in 
the code for the Real Estate Brokerage In- 
dustry—“the representation of others for 
compensation, fee, or valuable consideration 
in one or more transactions in any of the 
following activities; selling or offering for 
sale, buying or offering to buy, exchanging 
or offering to exchange, or negotiating for 
the sale, purchase, or exchange of real prop- 
erty.” Because of the peculiarities of the 
business covered this definition includes no 
reference to the matter of physical custody 
of the goods handled. 

Of the twenty-three codes, four describe 
the broker as a “sales representative,” one as 
a “sales agent,” six as “an independent sales 
agent,” and two as “an agent for the seller.” 
The majority of them thus conform, with 
numerous variations in phraseology, to the 
Committee’s designation of him as an “agent 
middleman.” All of these visualize his selling 
rather than his purchasing activities as of 
primary significance. 

Thirteen of the codes state that he “nego- 
tiates sales,” one that he “negotiates sales 
and purchases,” one that he “brings buy- 
er and seller together,” and one that he “acts 
as a go-between or intermediary in arrang- 
ing or making purchases or sales.” Three 
specify that he “does not sell in his own 
name,” fourteen that he sells “for or on the 
account of the seller as principal,” two that 
he deals “for or on behalf of a vendor or 
purchaser” and one that he “does not pur- 
chase or resell for his own account.” Five 


"The following; Real Estate Brokerage Ind., 
Lime Ind., Used Machinery and Equipment Trade, 
Wheat Flour Milling Trade, Wholesale Fruit and 
Vegetable Trade, Wood Turning and Shaping Ind., 
Northwest and Alaska Fish, Etc., Preparing Ind., 
Northeastern Sardine Canning Ind., Package, Etc., 
Cheese Ind., Live Poultry Ind., Lye Ind., Dowell 
Ind., Fire Resistive Safe Ind., Agricultural In- 
secticide Etc., Ind., American Match Ind., Bulk 
Drinking Straw, Etc., Ind., Fresh Oyster Inc., 
Business Furniture Ind., Bleached Shellac Ind., 
California Sardine Processing Ind., Cotton Textile 
Ind., Coffee Ind., Cocoa and Chocolate Ind. 
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indicate that he “carries no stock,” and one 
that he “obtains no title to goods.” Two de- 
clare that his “compensation is paid by the 
seller,” twelve that it is “a commission or 
brokerage paid by the seller,” two that he 
“receives a brokerage fee on the price of the 
order,” and one that he receives “compen- 
sation by a fixed fee or commission.” 

To those who drew the codes therefore, 
it would seem that the distinguishing char- 
acteristics of a broker were (1) that he is 
an agent; (2) he negotiates sales and pur- 
chases—mainly sales; (3) he acts on behalf 
of or on account of the seller as principal; 
(4) he is paid a commission or brokerage 
fee. Most of them drew no particular dis- 
tinction between a commission merchant and 
a broker—the element of physical custody 
of the goods dealt in being omitted from 
most of the definitions." 


Commission Merchant 


The Committee defines this merchant as 
“an agent (functional) middleman who 
transacts business in his own name, exer- 
cises direct physical control over the goods 
consigned to him and negotiates their sale. 
He usually enjoys broader powers as to 
prices, methods, and terms of sale than does 
the broker although he must obey instruc- 
tions issued by his principal. He usually ar- 
ranges delivery, extends necessary credit and 
collects.” The essential elements of this defi- 
nition are (1) the commision merchant does 
not take title, (2) he does business in his 
own name, (3) he has physical control of 
the goods he handles, (4) he functions in 
making sales not purchases. 

The Census definition includes practically 
the same ideas rather more explicitly 


* A number of rather naive and peculiar defini- 
tions of this term were included in the codes, such 
as: 
“A retailer who purchases products for resale.” 

“An agent who sells at seller’s scheduled prices, 
terms and conditions.” 

“Any seller for sale at retail who is not a dealer, 
jobber or retail buyer.” 

“One who is neither purchaser nor vendor.” 
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phrased.” It omits the statement that the 
commission merchant does business in his 
own name. 

The Federal Trade Commission’® offers 
a similar formula in its description of the 
commission merchant as one who “receives 
grain for sale for account of the consignor 
and sells it as the agent of such consignor. 
He takes title to no grain; he takes posses- 
sion of it as agent, conducts all arrangements 
necessary for its sale, and accounts to his 
principal upon receipt of payment.’ The 
Commission fails to state that this agent 
transacts business in his own name rather 
than in that of his principal. It also uses the 
word “possession” rather than “physical con- 
trol” in describing his relation to the goods 
he handles. Both in its preferred dictionary 
meaning and in its legal usage the former 
term involves the idea of ownership.’? The 
powers of the commission merchant actually 
more nearly approximate those of a bailee 
than of an owner. The use of the word in 
this connection results in one element of the 
definition contradicting another part of it. 
This mistake is also fairly common among 
the text-book writers. 

Eight codes contain definitions of the 
term.'® Several of them are so loosely drawn 


*“They (commission merchants) handle com- 
modities consigned to them on a commission basis. 
They do not take title to the goods they sell. When 
the goods require it they maintain places of busi- 
ness suitable for the handling, conditioning, ware- 
housing and selling of merchandise. They always 
represent sellers.” 

* Report on Grain Trade, Vol. II, p. 330. 

* See Funk and Wagnals New Standard Dic- 
tionary. 

*® They are: 

1. Business Furniture, etc., Industry. 

2. Lumber and Timber Products Industry. 

3. Live Poultry Industry. 

4. New England Fish and Shellfish, etc., In- 
dustry. 

5. Northwest and Alaska Fish and Shellfish, 
etc., Industry. 

6. Midwest Fish and Shellfish Preparing or 
Wholesaling Industry. 

7. Middle Atlantic Fish and Shellfish preparing 
or Wholesaling Industry. 

8. Wholesale Fresh Fruit and Vegetable Trade. 
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or representative of conditions so peculiar 
to the industries they cover as to be practi- 
cally valueless. Four’® are identical and in- 
clude the following elements: (1) the com- 
mission merchant is an agent, (2) he negoti- 
ates sales, (3) he does business for and on 
the account of the seller as principal, (4) he 
is intrusted with the possession, disposal and 
control of the goods, (5) he sells in his own 
name, (6) he guarantees credit, (7) he is 
compensated by a commission or brokerage 
paid by the seller. Two others are also identi- 
cal.2° Their essential elements are: (1) the 
commission merchant receives goods for sale 
on a commission basis, (2) he sells for or on 
behalf of another. 

The points upon which all groups agree 
are: (1) the commission merchant does not 
take title, (2) he has physical control or cus- 
tody of the goods (although this idea is over- 
stated by one or two groups through the use 
of the term “possession’”’), (3) he functions 
in selling rather than in purchasing, (4) he 
represents the vendor as his principal or acts 
for his account. The groups differ on the 
matter of the commission merchant’s acting 
in his own name rather than in that of his 
principal. 


Selling Agent 


Although the Committee did not favor the 
use of this term preferring that this type of 
operator be regarded as a form of manu- 
facturer’s agent, it recommended that it be 
defined as follows: “an agent middleman 
who generally operates on an extended con- 
tractual basis; sells the entire output of his 
principal and has full authority with regard 
to prices, terms, and conditions of sale.” 

The Census definition®’ includes all the 


* Those dealing with the fish industry. 

* Wholesale Fruit and Vegetable and Live Poul- 
try. These are both A.A.A. Codes. 

*This definition is “Independent operators 
working on a commission basis performing chiefly 
the selling function. They usually sell the entire 
output of a given line of goods for one or more 
manufacturers with whom they maintain continu- 
ous relations ; often they give their clients financial 


above elements and in addition specifies that 
the selling agent (1) may represent one or 
more manufacturers, (2) often assists his 
clients financially, (3) is not limited as to the 
territory in which he sells. All three of these 
elements are probably desirable additions to 
the definition. 
Six codes** contain definitions of this 
term, among which that of the Cotton Tex- 
tile Code is the most significant since this 
type of middleman occupies a position of 
very great importance in this industry. It is 
as follows: “any person who sells carded 
cotton yarn in the relation of an agent for a 
spinning mill, who receives a commission for 
his services, assumes the obligation of effect- 
ing sales in the interest of the spinning mill 
and guarantees the account of the purchaser, 
the mill being furnished with the names of 
all prospective purchasers when sales nego- 
tiations are opened, the guarantee of per- 
formance of the contract being a matter for 
special agreement between the spinning mill 
and the selling agent.” This probably con- 
stitutes the common conception held by the 
members of the textile industry as to the 
operations of the textile selling agent. 
Most other codes define the term “sales 
agent” rather than “selling agent” ; one spe- 
cifies that he is an “agent who acts in the 
same capacity as the manufacturer’s sales 
department”; another includes in this cate- 
gory “accounts engaged in the sale of goods 
to any and all accounts” ; and a third confines 
the use of the term to those who “act as 
agents for the producer in sales primarily to 
jobbers and receive a commission or dis- 
count for dealing primarily with jobbers” ; 
still another so designates any salesman em- 





assistance. They are more limited as to territory 
in which they sell. They have full authority with 
regard to prices, terms, etc.” 

1. Paper Disc Milk Bottle Cap Industry. 2. 
Bulk Drinking Straw, etc., Industry. 3. Cotton 
Textile Industry. 4. Rubber Flooring Trade. 5. 
Wood Cased Lead Pencil Industry. 6. California 
Sardine Processing Industry. 
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ployed by a manufacturer. Only one uses the 
expression in any sense approaching that 
prevalent in the textile industry—‘“one act- 
ing as sole and exclusive agent for the sale 
of the entire production of the goods of any 
manufacturer.” 

Obviously the use of the term among busi- 
ness men outside of the textile industry is 
anything but standardized or precise in so 
far as the codes present such usage. 


Manufacturer's Agent 


The Committee defines this type of dealer 
as an “agent (functional) middleman who 
generally operates on an extended contrac- 
tual basis ; sells within an exclusive territory ; 
handles non-competing but related lines of 
goods and possesses limited authority with 
regard to prices and terms of sale. He is 
authorized to sell a definite portion of his 
principal’s production.” 

The Census definition®® covers approxi- 
mately the same ground with these additional 
elements: (1) manufacturer’s agents ware- 
house some goods, (2) they sometimes work 
on a salary basis, (3) they are in business 
for themselves. It does not in so many words 
establish the fact that they are non-title-tak- 
ing middlemen. 

It is doubtful whether the facts justify the 
inclusion of item number (1) above. The 
following table shows for several types of 
middlemen the sales per dollar of stock on 
hand at the end of the year as reported by 
the Census. 


* The complete Census definition includes con- 
cerns which “sell part of the output of certain 
manufacturers with whom continuous relations are 
maintained. They are limited with respect to terri- 
tory of operations and prices and terms of sale. 
Their principal function is that of selling although 
they may also warehouse some of the goods. Their 
compensation is usually in the form of a com- 
mission but sometimes they work on a salary basis. 
They usually represent two or more manufacturers, 
the accounts consisting ordinarily of non-competing 
but supplementary lines of merchandise. They are 
in business for themselves. 
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1933 1929 
Wholesalers $ 6.51 $ 8.57 
Manufacturer’s Agents 57.43 35.86 
Commission Merchants 99.36 77.85 
Selling Agents 105.47 61.10 
Brokers 317.19 226.57 


While manufacturer’s agents obviously car- 
ried some stock it is doubtful whether their 
activities in that field were sufficiently more 
pronounced than those of other non-title- 
taking groups to merit special comment in 
the definition. Nor is the fact that they are 
in business for themselves a distinguishing 
peculiarity. This is true of all middlemen. 

Only two codes** attempt to define the 
term. Both definitions are very loosely drawn 
and contribute practically nothing at all.” 


Wholesaler 


The Committee recommended that this 
term be defined as follows, “a merchant 
middleman who sells to other middlemen and 
or to industrial and commercial users but 
who does not sell in significant amounts to 
ultimate consumers.” This definition ex- 
cludes all varieties of non-title-taking 
middlemen as well as manufacturers’ branch 
houses and chain store warehouses. It in- 
cludes industrial, commercial, and institu- 
tional supply houses. It proceeds entirely on 
the basis of the type of customers to whom 
sales are made and gives no consideration 
to either the size of the lots dealt in—usually 
larger than in the case of retail sales—or the 
purpose for which the sales are made— 
usually for resale. 

The Census sets up three categories, 
“wholesale establishments,” “wholesalers 
proper” and as a sub-class under the latter 
designation “wholesale merchants.” 

The category “wholesale establishments” 


* Machine Tool and Equipment Distributing 
Trade, Scientific Apparatus Industry. 

* 1. “The sole representative of a manufacturer 
for a specified district.” 

2. “One who sells to industrial users, public serv- 
ice corporations, educational institutions, govern- 
ment or political subdivisions and other trade out- 
lets for the account of one or more manufacturers. 
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includes all concerns of whatever type which 
handle goods between the factory of the pro- 
ducer on the one hand and the shelves of 
the retailer or the store room of the institu- 
tional, industrial, or commercial consumer 
on the other. The sub-classes set up under 
this group are wholesalers proper, bulk tank 
stations, chain store warehouses, manufac- 
turer’ sales branches, assemblers and country 
buyers and agents and brokers. 

The class of “wholesalers proper”®® in the 
1933 Census corresponds to the “wholesalers 
only” found in the 1929 Census and includes 
wholesale merchants, jobbers, semi-jobbers, 
converters, supply and machinery distribu- 
tors, exporters, importers, and various 
limited function establishments such as cash- 
and-carry wholesalers, “drop shippers,” 
mail-order wholesalers, wagon distributors 
and distributing warehouses performing 
wholesaling functions. 

This category is not one of major useful- 
ness to marketing students. While a number 
of wholesale houses in the textile field carry 
on a converting business and while con- 
verters sell a sizeable portion of their volume 
to manufacturers and retailers (75% in 
1924)? the fact remains that there is just 
cause for the conclusion that these concerns 
are, in their essential character, manufac- 
turers rather than distributors. They buy 
materials for processing ; they bear responsi- 
bility for the performance of certain produc- 
tion operations either in their own convert- 
ing plants or through a process of “farming 
out”; they assume the principal manufactur- 
ing risk which exists in this trade—the styl- 
ing and designing of fabrics produced.** The 

* The formal definition of this term in the 1933 
Census Reports is “wholesale establishments en- 
gaged in the buying and selling of goods on their 
own account and which are largely independent in 
ownership.” 

* Harvard Bureau of Business Research Bulle- 
tin 56, 1927. 

*The objections gains added force from the 


fact that dry goods wholesalers apparently regard 
converters as in the same class as manufacturers. 


inclusion of exporters and importers under 
this heading further detracts from its useful- 
ness. They are essentially primary sellers 
and a sizeable percentage of their volume is 
disposed of to the true wholesalers and to 
industrial buyers.”® 

The Census applies the term “wholesale 
merchants” only to “full-function whole- 
salers performing their functions primarily 
to other middlemen or to industrial con- 
sumers. They buy and sell on their own 
account; carry stocks in their places of busi- 
ness ; assemble in large lots and redistribute, 
usually through salesmen, in smaller quanti- 
ties ; extend credit to customers; and render 
advice to the trade.’’ Converters and supply 
and equipment distributors are included in 
this class. All of the objections mentioned 
above apply to the inclusion of converters 
here. 

In making this classification of the agen- 
cies found in this field and in using the words 
“wholesale” and “wholesaler” in three dif- 
ferent senses in three terms not previously 
used in the field it seems that the Census has 
confused rather than clarified the situation. 
It certainly has not offered any particular 
aid in determining just what a “wholesaler” 
is and what types of concerns are entitled 
to classification as such. 


Thirty-six codes*® define the term “whole- 


*In 1933 exporters sold 64% of their volume 
to industrial users and 25% of it to wholesalers. 
The percentages for importers were 56 and 12 re- 
spectively—Census of American Business 1933, 
Wholesale Distribution, Volume I. 

* The codes are: 

(Those in italic were supplements to the basic 
Wholesaling or Distributing Code.) 

1. Athletic Goods Wholesaling 

2. Automotive Chemical Specialties Manufactur- 
ing 

3. Wholesale Automotive Trade 

4. Book Publishing Trade 

5. Bowling and Billiard Equipment Manufactur- 
ing 

6. Cast Iron Boiler and Radiator Industry 

7. Charcoal and Package Fuel Distributing Trade 

8. Commercial Stationery and Office Outfitting 
Trade 
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saler.” The most significant among them is 
undoubtedly the basic Wholesaling or Dis- 
tributing Code. Its definition is “an indi- 
vidual, etc., or a definitely organized division 
thereof, definitely organized to render and 
rendering a general distribution service, 
which buys and maintains at his or its place 
of business a stock of the lines of merchan- 
dise which it distributes and which through 
salesmen, advertising, and/or sales promo- 
tion devices sells to retailers and/or to insti- 
tutional, commercial, and/or industrial 
users; but which does not sell in significant 
amounts to ultimate consumers.” 

It is literally true that every syllable of 
every word of this definition was studied 
with the utmost assiduity, pruned and 
amended with the most painstaking care, and 
fought over with the utmost determination. 
The wholesale groups which were sponsor- 
ing this Code hoped that it would contain the 
much-debated wholesale differentials clause 





9. Wholesale Confectioners Trade 

. Cotton Cloth Glove Industry 

. Wholesale Dry Goods Trade 

12. Electrical Wholesale Trade 

. Floor and Wall Clay Tile Manufacturing In- 
dustry 

. Wholesale Food and Grocery Trade 

. Fur Wholesaling Trade 

. Hair and Jute Felt Industry 

. Wholesale Hardware Trade 

. Lumber and Timber Products Industry 

. Wholesale Jewelry Trade 

. Medium and Low Priced Jewelry Manufac- 
turing Industry 

. Milk and Ice Cream Can Manufacturing In- 
dustry 

. Wholesale Millinery Trade 

. Oriental Rug Importing Trade 

. Package, etc., Cheese Industry 

. Paints, Lacquer, etc., Wholesaling trade 

. Paper Distributing Trade 

. Plumbing, etc., Wholesaling Trade 

. Radio Wholesaling Trade 

. Retail Food and Grocery Trade 

. School Supplies and Equipment Distributing 
Trade 

. Scientific Apparatus Industry 

. Wholesale Stationery Trade 

. Wholesale Wall Paper Trade 

. Wholesaling or Distributing Trade 

. Wire Rope and Strand Mfg. Industry 

. Woolens and Trimmings Dist. Trade 
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providing machinery to compel manufac- 
turers to allow to wholesalers a discount or 
price differential on the basis of their func- 
tional position in the field of distribution. 
They expected that this definition of the 
word wholesaler would form the basis upon 
which would be determined the question of 
what firms would be entitled to receive such 
differentials. They were therefore vitally in- 
terested in seeing to it that it included pre- 
cisely those groups which they regarded as 
true wholesalers and excluded those of 
whose right to that classification they were 
in doubt. 

The interests most active in sponsoring 
this Code were the service or full function 
wholesalers. In many trades they had for 
years been under attack. They felt that by 
various.types of propaganda their public 
standing and position had been minimized. 
They saw in this Code an opportunity to 
secure public and official recognition of the 
service wholesaler. Such recognition must 
be couched in the language of the definition 
of the term “wholesaler.” 

By the phrase “a definitely organized divi- 
sion thereof” they included the wholesale 
business of such concerns as Marshall Field 
and Carson, Pirie and Scott, at the same time 
excluding various undepartmentalized semi- 
jobbers. By the words “definitely organized 
to render and rendering a general distribu- 
tion service” they excluded or sought to 
exclude the wholesaling service rendered by 
certain resident buying concerns for their 
clients." This clause together with the fol- 
lowing requirement of the maintenance of 
stock and of the use of salesmen in selling 
served to exclude such special varieties as 


* Kirby Block and Fisher and McGreevy and 
Warring for instance. A hot battle was waged 
when the wholesalers sought to apply this clause 
against them, claiming that the wholesaling serv- 
ices of these concerns were furnished almost ex- 
clusively to their resident buying clients—their 
“distribution service was not “general” in charac- 
ter. All the heat of this conflict evaporated when 
it became evident that the use of the differentials 
clause was not likely to be permitted. 
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“drop shippers,” brokers, commission men, 
etc. The specification that in order to be a 
wholesaler a concern must not “sell in signi- 
ficant amounts to ultimate consumers” 
served to exclude the so-called “industrial” 
or “catalogue’** houses which are quite 
prevalent in certain trades—notably 
jewelry. 

Upon the insistence of the government 
representatives the definition was so drawn 
as to include industrial, commercial, and in- 
stitutional supply houses. With this excep- 
tion this definition probably indicates pretty 
accurately the groups which the wholesalers 
themselves felt ought to be included in the 
category to which they belong. There is no 
question but that strenuous attempts were 
made to exclude certain groups but it is 
probably fair to say that the service whole- 
salers honestly felt that the members of these 
groups were not “wholesalers.” There was 
no apparent attempt to exclude individual 
concerns or groups simply because they were 
competitors. Small concerns as well as large, 
price cutters as well as “regulars” were 
cheerfully included if they were commonly 
regarded as belonging in the category.** 

This definition contained an added pro- 
vision empowering constituent groups in 
their several supplementary codes to modify 
or amend it. By the inclusion of this clause 
the representatives of the government hoped 
to leave the way open for particular groups 
to bring under their codes various non- 
service types of wholesalers, non-title-taking 
agents and manufacturers’ branch houses 
which it was deemed desirable to include 
under the wholesaling codes if it were found 
possible to do so. 


in 


” These are concerns which make at least a part 
of their sales by means of catalogues which are 
sent to office managers, foremen, chief clerks, etc., 
who act as unofficial and usually unpaid representa- 
tives in making the catalogue available to their em- 
ployees and in aiding in preparing and transmitting 
orders. 

* These statements are made on the basis of the 
writer’s personal observations while in close con- 
tact with the situation. They may be mistaken. 
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The seventeen supplemental codes which 
include definitions of this term adhere rather 
closely to the formula set up in the general 
code. All of them require that concerns be- 
longing to this category “sell through sales- 
men, advertising, and/or sales promotion de- 
vices” and be “set up to render and rendering 
a general distribution service.” Fourteen of 
them specify that wholesalers shall sell to 
retailers and twelve of them that they may 
sell to “institutional commercial and or in- 
dustrial users.” Ten state that wholesalers 
“do not sell in significant amounts to ulti- 
mate consumers.” Thirteen of them make 
the carrying of a stock of the lines of mer- 
chandise distributed a requisite. Three** copy 
the dictum of a Federal court of appeals that 
it is the “nature of a concern’s selling and 
not of its buying which determines” whether 
or not it is a wholesaler. 

Twenty-seven of the entire group of codes 
(including the supplements) which define 
this term are so drawn as to exclude manu- 
facturers’ branches, while ten of them allow 
the inclusion of this type of distributor ; 26 
exclude non-title-taking agents and 10 allow 
their inclusion ;*° 19 are drawn so as to 
definitely shut out cooperative whole- 
sale establishments; 20 include the opera- 
tions of industrial, commercial, and institu- 
tional supply houses; 17 involve some re- 
strictions on sales to ultimate consumers; 18 
specify that a wholesaler must be set up to 
“render and be rendering a general distri- 
bution service’; 24 require that to be a 
wholesaler a house must “carry a stock of 
the lines of merchandise it distributes” or 
must carry a stock “adequate to serve the 
needs of customers in its trade area”; six 
additional codes require that such concerns 
must maintain and operate a warehouse ; 20 
include only concerns which utilize salesmen 
thus shutting out mail order wholesalers, 
telephone jobbers and wagon jobbers; eight 


* Hardware, Jewelry, Paint, Varnish, etc. 
* The language of one code does not make this 
point clear. 
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specify that wholesalers sell only to retailers 
and three that they sell mainly to them ; three 
make the assumption of credit risks a re- 
quirement for inclusion in the category. 

On the whole it may be said that the busi- 
ness man’s idea of a wholesaler as presented 
in the codes conforms very closely to the 
Census concept of a “wholesale merchant” 
except that he regards a converter as a manu- 
facturer and not as a wholesaler. He restricts 
the term within much narrower limits than 
those established by the definition of the 
Committee which includes various types of 
limited-service concerns. 


JOBBERS 


The Committee treats this term as synony- 
mous with wholesaler. In its comment how- 


ever it indicates that in particular trades or 
areas there are distinctive usages of the 
word, the precise nature of which must be 
sought in each trade or locality. 

Its formula substantially agrees with that 
of the Census which states that jobbers’ 
“functions generally coincide quite clearly 
with those of wholesale merchants. Jobbers 
as a general classification cannot be distin- 
guished from wholesalers although the term 
has different meanings in different trades.”’ 

Five*® of the codes which define the term 
treat it clearly and unmistakably as synony- 
mous with “wholesaler.” 

* Hair and Jute Felt Industry, Middle Atlantic 
Fish Preparing and Wholesaling Industry, Milk 


and Ice Cream Can Manufacturing Industry, Pack- 
age, etc., Cheese Industry, Pyrotechnic Industry. 
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able part of business............... 
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75% of sales made to dealers (retailers) . 
Sells primarily to retail trade......... 
Sells to dealers (retailers) or consumers. 
Sells at least 50% to dealers (retailers). 
Resells to others than consumers....... 
ERS Lo cpabeterteceence eas 
Resells to either wholesale or retail trade 
Resells at wholesale.................. 
Does not sell at retail................ 
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Table 1 shows the elements of the 
definitions of this word appearing in thir- 
teen codes which seem to use it either 
as a substitute for “wholesaler” or to de- 
scribe a distributive agent not materially 
dissimilar to a wholesaler. 

All of these codes specify that the jobber 
is a merchant middleman. He either buys 
industry products or carries stock. In the 
case of four of them he is not required to 
sell to retailers. In these trades he may be 
an intermediary between producers and 
wholesalers or producers and users. This is 
probably the most usual departure from the 
typical functions of a wholesaler. 

Two codes define a jobber as a type of 
concern only slightly different from a whole- 
saler. The Wholesale Tobacco Code describes 
a “wholesale tobacco distributor” as “any 
person engaged wholly or partially either as 
an employer or for his own account in the 
wholesale tobacco trade” which in turn is de- 
fined as “all selling or distributing of tobacco 
products at wholesale.”** A jobber is a 
“wholesale tobacco distributor who buys di- 
rectly from the manufacturers.” The Plumb- 
ing Supplies and Equipment Wholesaling 
Code apparently distinguishes the two on the 
bases (1) that the wholesaler handles all 
types of supplies and equipment while the 
jobber’s line may be somewhat narrower and 
(2) that the jobber’s stock may be such as to 
enable him to render merely “nominal serv- 
ice” while that of the wholesaler must be of 
“such variety and volume as to meet the in- 
stallation requirements in conformity with 
health regulations and building codes of the 
trading areas in which he or it operates.” 

Seven codes which belong to the textile 
industry include definitions of the term 
which are essentially similar to each other 
and which are peculiar to that industry. Six** 


"The code of the Cigar Manufacturing In- 
dustry and the Retail Tobacco Trade contain the 
same definition of a “jobber” although they do not 
define a “wholesaler.” 

*Blouse and Shirt Manufacturing Industry, 
Dress Manufacturing Industry, Men’s Neckwear 
Industry, Slit Fabric Manufacturing Industry, Un- 
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of them are identical, “one for whom and or 
under whose direction or orders products 
are manufactured and in whole or in part 
by contractors and/or other manufacturers 
and who also act as wholesale distributors 
of such products.” The seventh modifies the 
language somewhat but covers practically 
the same type of operation.*® In the textile 
field the “jobber” performs certain functions 
which belong to production rather than to 
marketing. In their essential character his 
operations are very similar to those of a 
converter.*° 

The Live Poultry Code defines the jobber 
as a central market receiver who takes title 
to the merchandise he handles. Four codes* 
so define the term as to include non-title- 
taking agents. In two of them this may be 
simply the result of poor draftsmanship, 
since they merely fail to indicate specifically 
that jobbers either buy the goods they handle 
or carry stocks; in a third it is clearly inten- 
tional, as buying organizations, buying offi- 
cers, and purchasing companies are specifi- 
cally mentioned as belonging in the cate- 
gory ;*? while the fourth makes the term 
synonymous with “broker.’’* 


DISTRIBUTOR 


The Census contains no formal definition 
of this term but points out that “in the 





dergarment and Negligee Industry, Women’s 
Neckwear and Scarf Industry. (The Dress Manu- 
facturing Code gives “outside manufacturer” as 
a synonymous term.) 

* The Schiffli, Hand Embroidery, etc., Industry. 
Its language is as follows “a person or firm order- 
ing or purchasing embroidery for resale to the 
cutting up trades or to retailing establishments, 
which person or firm is not the owner or operator 
of a Schiffli and or Hand Machine.” “Dealer” and 
“Middleman” are given as synonyms. 

“ Both buy materials, have certain manufactur- 
ing operations performed upon them—usually on a 
fee basis and by some one else—, and then sell 
them. The chief difference lies in the nature of the 
productive activities involved. 

“ Bulk Drinking Straw Industry, Fire Resistive 
Safe Industry, Lime Industry (This code contains 
two definitions of the term in different sections), 
Warm Air Furnace Manufacturing Industry. 

“Bulk Drinking Straw Industry. 

“ Lime Industry. 
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machinery, equipment and supply business 
wholesale merchants often operate under the 
title of ‘distributors.’ Sales are made to in- 
dustrial consumers and to retail or wholesale 
merchants for utilization rather than for re- 
sale.” Twenty codes** treat this term as 


“ (Those in italic were supplements to the basic 


Wholesaling or Distributing Code.) 
1. Athletic Supplies Wholesale Trade. 


synonymous with “wholesaler.” Fifteen of 
them are supplements of the basic Whole- 
saling or Distributing Code which sets the 
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. Charcoal and Package Fuel Distributing Trade. 
. Copper, Brass, Bronze and Related Alloys Dis- 


tributing Trade. 


. Wholesale Dry Goods Trade. 
. Electrical Wholesale Trade. 

. Fur Wholesaling Trade. 

. Hair and Jute Felt Industry 
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1 Interpreted so as to include only title-taking houses. 
* The fact that concerns so defined must carry stock probably implies that only title-taking firms are 
included. 
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pattern for this usage. Three codes*® define 
“distributor” as synonymous with “jobber,” 
while six*® use the term to indicate a mer- 
chant or title-taking middleman operating on 
an exclusive agency basis and selling to re- 
tailers or to industrial or commercial users. 

Table 2 represents the elements in 
the definitions of the remaining 18 codes 
which deal with this term. Most of the 
codes classify only title-taking middle- 
men as “distributors.” Thirteen of the eight- 
een are so drawn as to allow the “dis- 
tributor” to make a business of selling 
to wholesalers. They therefore include such 
merchants as the so-called “super-jobbers” 
of the paper trade who buy from manufac- 
turers and sell to the regular wholesalers. 
One code confines the designation to this 
type of concern. The language of ten of 
these definitions is so drawn as to include 
retailers. Several obviously restrict the use 
of the term to industrial or commercial sup- 
ply houses, excluding any firm which sells 
for resale. 





8. Wholesale Jewelry Trade. 

9. Wholesale Millinery Trade. 

10. Wholesale Monumental Granite Trade. 

11. Paint, Varnish, Lacquer Allied and Kindred 
Products Wholesale Trade. 

12. Paper Distributing Trade. 

13. Radio Wholesaling Trade 

14. School Supplies and Equipment Distributing 
Trade. 

15. Wholesale Stationery Trade. 

16. Wholesale Tobacco Trade. 

17. Wholesale Wall Paper Trade. 

18. Wholesaling or Distributing Trade. 

19. Wire Rope and Strand Manufacturing In- 
dustry. 

20. Woolens and Trimmings Distributing Trade. 


“Carbon Dioxide Industry, Lime Industry, 
Plumbing Supplies and Equipment Wholesaling 
Trade. 

“ Agricultural Insecticide and Fungicide Indus- 
try, Concealed Radiator Industry, Fire Extinguish- 
ing Appliance, Oil Burner Industry, Shovel Drag- 
line and Crane Industry, Unit Heater and/or 
Ventilator Industry, The Shovel, Dragline and 
Crane Code also applies the term to any sort of 
representative “authorized to sell or negotiate sales 
on behalf of a manufacturer. 
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W HOLESALING 


The most confusing variation exists in the 
usage of this term both by business men and 
by academic observers. After extended study 
the Association’s Committee could not see 
its way clear to recommend any definition. 
It visualized two chief possibilities. The first, 
“the process of marketing goods to others 
than the ultimate consumer,” includes every- 
thing that happens between the machine or 
the field of the producer and the shelves of 
the retailer or the storeroom of the industrial 
or commercial user. However, it involves an 
apparent contradiction of the commonly 
accepted concepts of the word “wholesaler.” 
The second contemplated definition, “the 
activities of merchant middlemen in selling 
to other middlemen for resale” eliminates the 
activities of all non-title-taking middlemen, 
of supply houses, of manufacturers’ branches 
and practically confines the term to the 
work of service wholesalers. This usage 
leaves unanswered the question, “In what 
sort of activities are these excluded groups 
engaged?” The Committee found itself un- 
able to choose between the horns of this dil- 
emma. 

The Census distinguishes three possi- 
bilities : 

1. The term may include all “activities re- 
lating to the purchase or sale of goods at 
wholesale or in a wholesale manner excluding 
only those transactions which involve sales to 
ultimate or home consumers.” Although the 
Census leaves indefinite the meaning of the 
terms “at wholesale” and “in a wholesale man- 
ner,” it is obvious from the context that this 
usage of the word practically coincides with the 
first possibility considered by the Committee. 

2. “The activities of wholesalers who sell to 
retailers.” Only wholesalers who take title to 
the goods and who sell the same to bona fide 
retailers for resale to consumers are included. 
This corresponds with some exactness to the 
second formula considered by the Committee. 

3. The Census uses as synonymous the terms 
“wholesaling” and “wholesale distribution” and 
applies them to “the operations of wholesale 
establishments, that is, places of business oper- 
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ating on a wholesale basis or in a wholesale 
manner.” It does not include wholesale sales by 
manufacturers except through branches, by 
farmers, or by operators of mines, etc. Again 
the lack of definiteness in the phrases “on a 
wholesale basis” and “in a wholesale manner” 
robs this formula of all preciseness of meaning. 

Twelve codes contain definitions of the 
term while eight define “wholesale trade” 
which probably should be synonymous with 
“wholesaling.” Table 3 shows the groups of 
middlemen whose activities are included in 
this term by each of these codes. 

Practically all include the selling of goods 
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“wholesaling” or the “wholesale trade.” 
Seven do not include within these terms the 
operations of non-title taking middlemen. It 
is obvious that those who drew the codes 
did not regard “wholesaling” as being con- 
fined to the activities of service wholesalers. 
There is no unanimity however on the propo- 
sition that the term comprises all that hap- 
pens between the machines or the fields of 
the producer and the shelves of the retailer 
or storeroom of the industrial or commercial 
user. Only fourteen out of the twenty take 
this attitude. Four of these are sectional 
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Houses......... no | yes| yes| yes| yes| yes| yes} yes| yes| no | yes yes| no | no | no | yes| yes 
Includes Mfgr. 
Branches....... no | yes| yes| yes| yes| yes| yes| yes| yes| yes| yes| yes} yes/| yes| yes| no | yes 
Includes Sales to 
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1 The following codes contain the same definition: 


Northwest and Alaska Fish Preparing and Wholesaling Industry 
Middle Atlantic Fish Preparing and Wholesaling Industry 


Sponge preparing and Wholesaling Industry 


to wholesalers as a part of “wholesaling” or 
of the “wholesale trade.” Only three fail to 
do so. The same is true of the marketing 
activities of manufacturers’ branches selling 
to retailers and industrial or commercial 
users, only two codes excluding their opera- 
tions. Somewhat less unanimity exists with 
respect to the making of sales to commercial, 
industrial, or institutional users. Five codes 
do not regard such transactions as a part of 


codes in the fish preparing and wholesaling 
industry. 


Predatory Price Cutting 


Loss Leaders—Several attempts have been 
made to evolve a satisfactory terminology in 
the field of undesirable price cutting. The 
Committee defined “predatory price cutting” 
as “the competitive device of selling mer- 
chandise or services below purchase price 
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or cost of production.” This includes the two 
concepts of the act of selling below cost and 
of the competitive purpose motivating that 
act. 

The Federal Trade Commission makes no 
attempt to define “predatory price cutting” 
but it states that a “loss leader” is “variously 
considered as an article sold below net in- 
voice cost, net purchase price, or net manu- 
facturing cost as the case may be or it—the 
term—may be applied to goods sold below 
the usual markup.” The concept here is solely 
that of sale below cost with no consideration 
of the purpose for which such sales are 
made. 

Three codes attempt to define the term 
“loss leaders.” The basic Retail Code and 
that of the Retail Food and Grocery Trade 
state they are “articles often sold below 
cost to the merchant for the purpose of 
attracting trade.” The Retail Jewelry Code 
elucidates somewhat the meaning of the 
phrase “below cost to the merchant” by add- 
ing “which means the actual net delivered 
cost or current replacement cost whichever 
is lower.”’ Otherwise its language is identical 
with that of the other two. All three include 
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both the concept of the act of selling below 
cost and that of the competitive purpose of 
such selling. In all three codes the definition 
of the practice legislated against covers less 
ground than do the restrictions actually 
applied ; since all three fix a floor for prices 
somewhat above the level defined above— 
cost of goods sold plus a portion of labor 
costs involved in selling. This represents 
a compromise between the attitude of the 
government representatives and the original 
feeling of the trade that any sales at prices 
not sufficient to cover the cost of goods sold 
plus that portion of the operating costs 
properly allocable to such goods was unde- 
sirable. In the actual application of this prin- 
ciple certain types of selling below cost are 
also exempted, such as closeouts, damaged 
merchandise, etc. 

Numerous other marketing terms are de- 
fined in specific reports and codes. The num- 
ber of definitions of any one term is not 
sufficient however to give any indication of 
what the concept of that term among busi- 
ness men, government officials, and market- 
ing students may be. Hence they are not in- 
cluded in this discussion. 





An Interpretation of the Robinson- 
Patman Act 


W. H. S. STEVENS 


Assistant Director, Bureau of Statistics, Interstate Commerce Commission! 


Epitor’s Note: This article, and the following one 
by Professor Kelley, continue the discussion of 
recent legislation, affecting marketing. It ts our 
hope that some members of the Association will 
submit studies subsequently of the effects of all this 
legislation, measured both by marketing policies 
and by legal decisions. 


WENTY years ago in my little book on 
adie competition,” I asserted that the 
prohibition of unfair competition contained 
in the Trade Commission Act was designed 
to prohibit methods and practices which were 
unfair from an economic point of view and 
that this was the only sound construction of 
the statute. Unfair competition is obviously 
the antithesis of fair competition and is to be 
determined with reference to the latter. 
Fair competition means essentially a compe- 
tition of producing and selling efficiencies. 
Each competitor is free to obtain as large a 
share of the total available business as his 
producing and distributing efficiency may 
permit, in competition with the similar re- 
spective efficiencies of others also endeavor- 
ing to obtain shares of this business. 

The social justification of this principle 
of competition, as well as the reason for its 
adoption by society as the basis of business 
operation, is the belief that in the long run 
this system will produce a greater sum total 
or maximum of utilities with less sacrifice 
or cost, socially considered, than any other 
system of production and distribution. 

If the practical operation of the system 
is to yield results even approximating the 
foregoing theoretical objective, however, it 


*Paper delivered at Week-end Conference on 
Price Policies, Harvard Business School, March 
13, 1937. 

*Stevens, Unfair Competition, University of 
Chicago Press, 1917. 


is necessary that there be adequate motives 
to ensure that the social group will devote 
the maximum of intelligence, ingenuity, and 
energy to the process. For this purpose com- 
petition uses (1) the private profit motive, 
and (2) the essentially democratic though 
much condemned principal that anyone may 
engage in any business regardless of his 
training, experience, or equipment, and suc- 
ceed or fail according to his ability or effi- 
ciency. 

For this competitive system to function 
properly, it is essential that no unfair meth- 
ods of competition shall be employed. In 
procuring a share of the business, no one 
concern should use or employ any means 
other than its own producing and selling 
efficiency, which will restrict, interfere with, 
or hamper the producing and selling effi- 
ciency of its competitors. From the economic 
point of view it was the use of methods other 
than this producing and selling efficiency that 
the unfair competition section of the Federal 
Trade Commission Act was designed to 
prevent. 

Of these methods, price discrimination 
was undoubtedly one. This practice had been 
one of the major weapons employed by the 
Standard Oil and American Tobacco Com- 
panies, but recently dissolved at the time the 
Trade Commission and Clayton Acts were 
passed. The debates in Congress on these 
statutes indicate the belief that Section 5 of 
the Trade Commission Act prohibited price 
discrimination. They also indicate that old 
Section 2 of the Clayton Act was intended 
merely as an extra precaution. It was an 
attempt to make certain that the bogus inde- 
pendent and local price discriminations of 
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the oil and tobacco trusts would never again 
be used. As events turned out, there is good 
reason for believing that Section 5 of the 
Trade Commission Act taken alone might 
have been more successful in preventing 
price discrimination than Section 2. Had old 
Section 2 of the Clayton Act with all its 
qualifications and limitations failed to pass, 
the Commission would have been obliged to 
proceed against the price discriminations as 
unfair methods of competition under Section 
5 of the Trade Commission Act instead of 
under Section 2. 

This section of the old Clayton Act pro- 
hibited, as you all know, price discrimina- 
tions where the effect may be substantially to 
lessen competition or tend to create a mo- 
nopoly. The section was never satisfactorily 
enforced. Proof of tendency to create mo- 
nopoly or to lessen competition substantially 
is always difficult, even in the case of a high- 
ly monopolistic or very large organizations. 
There was a tendency to construe the phrase 
“where the effect may be” as though it read 
“where the effect is.” Because of this situa- 
tion, some cases were brought under Section 
5 of the Trade Commission Act, as well as 
Section 2 of the Clayton Act where the facts 
warranted. The prohibition of unfair meth- 
ods of competition in the former Act was 
unqualified and carried no such limitations as 
the prohibition of price discrimination in the 
latter statue. Many lawyers, however, began 
to construe the prohibition of unfair compe- 
tition in the Trade Commission Act in the 
light of the qualified prohibition of price 
discrimination in the Clayton Act, and 
arrived at the conclusion that unfair methods 
of competition were likewise prohibited only 
when they might substantially lessen com- 
petition or tend to create a monopoly. In this 
construction they were partially confirmed 
by the Supreme Court in the Gratz case. 

With the resulting difficulty of making 
out a case of price discrimination under 
either Section 5 of the Trade Commission 
Act or old Section 2 of the Clayton Act that 


would stick in the courts, the exceptions for 
differences in costs of selling and transporta- 
tion in old Section 2 seldom assumed sig- 
nificance. Nor can it be said that these costs 
or differences in costs in general assumed 
very much greater importance in pricing 
or pricing policies because of the passage of 
the two statutes. 

In these conditions lie in large part the 
explanations of the price discrimination sec- 
tion of the new statute and the new im- 
portance of costs in connection therewith. 

The new statute broadens the substantive 
portions of old Section 2 by the addition of 
an tmpgstant clause. Not only are discrimi- 
nations unlawful where the effect may be 
substantially to lessen competition or tend to 
create a monopoly as under the old statute, 
but also “where the effect. . .may be. . . to 
injure, destroy, or prevent competition with 
any person who either grants or knowingly 
receives the benefit of such discrimination, 
or with customers of either of them.” 

In attempting to make certain of the aboli- 
tion of price discrimination, presumably un- 
lawful as an unfair method of competition, 
the old Section 2 of the Clayton Act and its 
construction by the courts had prevented the 
application of Section 5 of the Trade Com- 
mission Act to the price discriminations 
which the Clayton Act had attempted to out- 
law. This additional clause in the new Act 
therefore may be regarded as an effort to 
escape from both the narrow language and 
the construction of the earlier statute. 

The full significance of this extension of 
the statute, however, cannot be appre- 
ciated except in connection with the broaden- 
ing of the cost provisions and other excep- 
tions. The new statute adds manufacturing 
cost to the cost exceptions or defenses, and 
substitutes delivery cost for transportation 
cost in the older statute. A new exception 
is added for changes in conditions affecting 
the market for or marketability of the prod- 
uct. After broadening the cost exceptions as 
stated above, however, the statute, perhaps 
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unfortunately, narrows them by adding the 
phrase “resulting from the differing methods 
of quantities in which such commodities are 

. sold or delivered,” a qualification which 
is considered later. 

With ample qualifications, however, for 
the language and drafting employed, Section 
2a of the Robinson-Patman Act has at- 
tempted to translate into specific language 
criteria of economically fair competition with 
regard to pricing, most of which were more 
or less implicit in the original prohibition of 
unfair methods of competition. Old Section 
2 in terms limited the application of the 
doctrine of unfair competition to price dis- 
criminations where the effects might be sub- 
stantially to lessen competition or tend to 
create monopoly. The new statute attempts 
to extend its application more clearly in the 
manner in which it might have been applied 
under Section 5 if Section 2 had never been 
passed. Perhaps this new attempt will not 
prove very successful. No doubt the drafting 
of the statute could have been improved. 
None the less, the intention to establish a 
system of pricing based upon producing 
and selling efficiency as reflected in cost 
seems to me apparent in the language, im- 
perfect though the legislation may be. 

Subject to qualifications, which I shall 
refer to in a moment, therefore, the price 
discrimination provisions of the Act are 
probably a step in the direction of the ulti- 
mate establishment of producing and selling 
efficiency as the economic criteria for the 
determination of fair and unfair competition. 

No doubt some of you are thinking that 
differences in cost of manufacturing, sale, 
and delivery are not the only cost factors 
which are important in fair competition 
based upon producing and selling efficiency. 
It may be conceded that they are not. One 
of the difficulties always encountered in 
attempting to draft legislation of a very 
specific character is that it is seldom ade- 
quate. There are, for example, differences in 
the costs of raw materials, differences in 
credit, billing, and invoicing costs, and the 
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like. In these respects the statute fails to 
conform in terms to the economic criteria 
of fair competition which I have suggested. 
Something, however, must necessarily be 
conceded to ultimate interpretation of the 
statute. A difference in raw material costs, 
for example, may be held to be a difference 
in cost of manufacture. So also invoicing, 
credit, and collection costs may be held to 
be included in delivery costs. 

I have referred above to the addition to 
the cost defenses of the phrase “resulting 
from the differing methods or quantities in 
which such commodities are. . . sold or de- 
livered.” 

The implication of this clause, I take it, is 
that even the specified cost differences or 
exceptions are not sufficient justification for 
any differences in prices between individual 
customers other than those arising from such 
different methods or quantities. For example, 
A sells to both wholesaler B and wholesaler 
C. From long experience he knows that the 
actual sales time involved in selling B 100 
cases of goods is much greater than in selling 
the same quantity to C. In fact, he may have 
sales records to prove it. He also knows 
that he will have numerous complaints from 
and adjustments to make with B that he will 
not have with C, and that the collections 
from B will be much slower than from C. 
Yet presumably he must sell the 100 cases 
to both B and C at the same price. 

The provision under discussion therefore 
does not conform strictly to the criteria 
previously laid down as important for the 
preservation of fair competition. A com- 
petition of producing and selling efficiency 
should not mean that an individual buyer 
who is a less expensive customer of the 
seller than another cannot receive a lower 
price. Differences in costs of the character 
described may be as real and as important, in 
producing and selling efficiency, as are differ- 
ences representing different quantities or 
methods of sale. As such they deserve to be 
recognized. 

While I am not attempting to defend any 











THE JOURNAL 


such limitation, it may be pointed out that 
such individual differentials do create a diffi- 
cult problem administratively. As the differ- 
entials would no doubt be innumerable, they 
would enormously increase the difficulties of 
enforcing the statute if they did not render 
enforcement impossible. This, as I see it, is 
the major argument for the limitation of the 
cost justifications to differences represented 
by different quantities and methods of sale. 

Some of you have undoubtedly noted that 
price differences subject to the cost differ- 
ence exceptions are termed “price differen- 
tials” under the statute and not “discrimina- 
tions.” The use of the term “differentials for 
the excepted price differences clearly implies 
that there are differences in prices which are 
not discriminatory. The phrases “substan- 
tially to lessen competition” and “tend to 
create a monopoly” may possibly be con- 
strued in the light of the rule of reason of 
the oil and tobacco cases. If the same prin- 
ciple is applied to the phrase “injure, de- 
stroy, or prevent competition, etc.,”” we may 
see differentials upheld based (1) upon in- 
dividual or group differences in costs of 
manufacture, sale, or delivery, where the 
same quantities and methods of sale and 
delivery are used; (2) upon differences in 
costs other than those specified; and (3) 
upon other reasonable grounds not specified 
in the statute at all. 

The answers to Federal Trade Commis- 
sion complaints that I have examined indi- 
cate on the whole either that attorneys have 
no faith in the foregoing possibility or else 
that it has been overlooked. The Kraft- 
Phenix answer, it is true, enters a general 
denial that certain of its arrangements are 
within the prohibitions of Section 2a, but 
apparently this denial is based upon the 
theory that the allowances are sales promo- 
tional allowances not within the scope of this 
section rather than that they are reasonable 
differentials not constituting a violation of 
the section because not having the specified 
effects. 

From the economist’s point of view, one 
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of the most significant and important results 
of the cost provisions of the Act is likely to 
be their effect upon the character of the 
differentials. Prices, discounts, and allow- 
ances may or may not be conditioned upon 
specific performance. Thus the ordinary 
quantity discount scale is based upon the 
purchases of varying quantities of merchan- 
dise which are specified. Similarly, specific 
quota and percentage increase arrangements 
fix specific performance standards which 
must be attained if the price or discount is to 
be forthcoming. In the past it has often been 
true that large buyers were able to procure 
special prices or allowances for volume with- 
out any specific performance requirements. 
An allowance was given a buyer merely be- 
cause he was a large buyer and insisted upon 
a concession. As a rule, the arrangement was 
a matter of barter between buyer and seller. 
Scant attention was paid to differences in the 
costs involved in dealing with these different 
customers. Frequently the larger buyer paid 
more than the smaller buyer. In other in- 
stances very large buyers received prices dis- 
proportionately lower than those of other 
large buyers who were not quite so large. 

By conditioning important exceptions 
upon cost, the new Act will focus attention 
on cost-price relationships. This will tend to 
eliminate non-specific allowances by compel- 
ling all sellers to base their prices and allow- 
ances upon specific performance. In and of 
itself, this is a long step toward a fairer com- 
petition. 

Although manufacturing, selling, and de- 
livery costs all constitute justifications under 
the statute, there will, I think, prove to be a 
great difference in the relative significance of 
these cost factors in connection with actual 
discrimination proceedings. This will occur 
primarily because of the relative difficulty or 
ease of proof in a particular case. In some 
instances. companies answering complaints 
of the Federal Trade Commission have set 
up all three bases. Thus, Standard Brands 
alleges in its answer that the price differen- 
tials make due allowances for differences in 
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the cost of manufacture, sale, and delivery. 
So also does United States Quarry Tile 
Company. On the other hand, Anheuser- 
Busch alleges that the differentials make due 
allowance for differences in the cost of sale 
and delivery and omits cost of manufactur- 
ing. If a company pleads only one or two 
bases, it obviously can defend only on these 
grounds. If all three cost justifications are 
pleaded, however, it does not necessarily 
mean that the company will actually defend 
upon all three, but only that at the actual 
hearing it is free to defend upon any one or 
all. 

It may be suggested that in the majority 
of cases it will prove much easier and more 
simple to establish that the given differential 
makes “only due allowance for differences 
in the cost of ...sale or delivery resulting 
from the differing methods or quantities in 
which...commodities are...sold or de- 
livered” than to establish that it makes due 
allowance for differences in the cost of 
manufacture resulting from the differing 
methods or quantities in which commodities 
are sold or delivered. Differences in costs of 
sale and delivery are closely related to both 
the different methods and the different quan- 
tities in which goods are sold and delivered. 
Difterences in manufacturing cost are simi- 
larly associated with different quantities. The 
relation of manufacturing cost differences to 
different methods of sale is usually more re- 
mote. There are, no doubt, cases where a 
different method of sale or delivery may be 
so related to manufacturing that a price dif- 
ference could be justified on the ground of 
the difference in manufacturing cost. These 
cases, however, are probably few. Moreover, 
in most of them there would probably be a 
more adequate justification on the basis of 
either cost of selling or cost of delivery. 

The greatest use of the cost-of-manufac- 
turing defense, therefore, will probably be 
found in connection with quantity discounts 
or differentials for quantities of goods sold 
in accordance with the well-known principle 


of decreasing unit costs with increases in 
volume. Despite the soundness of the prin- 
ciple when applied to the total production of 
a plant, considerable difficulty as a matter of 
legal proof is likely to be experienced in its 
application to differences in prices made to 
customers. In the case of the average com- 
pany manufacturing goods for stock, it is 
going to be difficult to show that the differ- 
ence between the 90-cent price on A’s 1,000- 
unit order and the $1 price on B’s 500-unit 
order, both filled from stock, made only due 
allowance for the difference in the cost of 
manufacture or, in fact represented any dif- 
ference in the cost of manufacturing what- 
ever. The case will, of course, be otherwise 
where individual order methods of produc- 
tion are employed and cost records can be 
and are kept. But this situation is frequently 
of minor importance because differences in 
the character of the articles sold by such 
concerns would usually constitute a justifica- 
tion under the statute. Probably of greater 
significance are those cases where a company 
normally manufacturing largely for stock 
obtains an order of sufficient size to furnish 
the plant or one of its plants with a continous 
run for several days or perhaps weeks. 
Where this is the case, substantial cost reduc- 
tions are frequently obtainable, and presum- 
ably can be passed on to a greater or lesser 
extent without being in violation of the 
statute. 

In the wholesale and retail trades in con- 
sumers’ goods, moreover, discounts are fre- 
quently on the cumulative basis. This is 
alleged, for example, to be true of certain of 
the Hudnut, Standard Brands, and other 
discounts. In my study of the laws of quan- 
tity discounts,’ I endeavored to show that 
quantity discounts as a whole tended to pro- 
duce economies in manufacturing and also 
that the cumulative system probably tended 
to produce this result to a greater degree 

* Stevens, “Some Laws of Quantity Discounts,” 


Journal of Business (University of Chicago 
Press), 1929-30. 
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than a non-cumulative system. This, how- 
ever, is very different from demonstrating 
that the 2-cent per pound differential given 
to a buyer of 150 pounds to 300 pounds per 
month of Standard Brands yeast as com- 
pared with the buyer of 1 pound to 150 
pounds of that yeast can be accounted for by 
differences in manufacturing cost. The com- 
pany answers the complaint with the state- 
ment that its differentials for larger quanti- 
ties make only due allowances for cost of 
manufacturing as well as sale and delivery. 

Nor are these all the difficulties with de- 
fenses based upon differences in cost of 
manufacturing. Determination of manufac- 
turing ‘cost differences as between different 
classes of or individual customers on account 
of quantity or otherwise will often involve 
difficult and complicated questions in the 
proper distribution and proration of factory 
costs, particularly overhead, among orders 
where even a single product is involved. Of 
this fact the Goodyear case would seem to 
afford ample evidence. Where joint products 
are manufactured, the proof of justification 
is even more involved because of different 
theories regarding the proper distribution of 
joint costs among products. 

By this I do not intend to imply that the 
justification of price differentials based upon 
cost of manufacturing should not and will 
not be attempted. There will, no doubt, be 
numerous cases, more particularly perhaps 
in producers’ goods, where the differentials 
involved are perhaps too great to be justified 
on other grounds. 

Despite these qualifications, and there are 
no doubt others, it may be suggested that the 
manufacturing cost defense will prove not 
only the most complex and controversial of 
the justifications but also the most prolonged 
and expensive. 

As compared with this defense either the 
cost of selling or delivery, or both, should 
prove a relatively simple matter. The basis 
for such an opinion lies in the probability 
that a great many of the price differentials, 
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particularly on consumers’ goods, have been 
much less than they were commonly sup- 
posed to be. The wide advertisement given 
to the unusual differential when it became 
public has led to a contrary impression. 

Including all advertising and promotional 
allowances, the Federal Trade Commission 
reports show that the special discounts and 
allowances of some hundreds of manufac- 
turers on products handled by grocery stores 
were in one year 3.58% of their sales to 
chains and 2.33% of their sales to whole- 
salers. The difference is 1.25 percentage 
points. 

In drugs, on a similar basis, the allowances 
were 10.05% on sales to chains and 4.45% 
on sales to wholesalers, a difference of 5.60 
points; in tobacco, 4.79% to the chains and 
1.42% to the wholesaler, a difference of 
3.37 points. 

Advertising and sales promotional allow- 
ances make up the greater part of these dif- 
ferentials. As these were much heavier to 
the chains than to the wholesalers, the differ- 
entials for quantities alone would obviously 
favor the chains relatively much less than 
these weighted averages for all special dis- 
counts and allowances including those for 
advertising and sales promotion. While, these 
averages included a number of exceedingly 
large allowances, the figures, it seems to me, 
suggest that the customary and more usual 
differentials between customers were not 
very large, and that in the great proportion 
of such cases they might have been justified 
by differences in the cost of selling and de- 
livery. 

The most obvious case is, of course, the 
car lot differential, where the seller pays the 
freight. Other cases are not, perhaps, so 
simple. None the less, there are many in 
which justification should prove compara- 
tively easy as compared with manufacturing 
costs. 

It should not, for example, be difficult to 
establish that store-door delivery is normally 
more expensive for the seller than rail or 
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other contract carrier shipment. When, 
therefore, sales are made to certain groups 
or classes of customers by the first method, 
and to others by the second method, a price 
differential on account of the difference is 
presumably justified. This point is appar- 
ently raised by the Kraft-Phenix Cheese 
Company in answering the complaint of the 
Trade Commission against its differentials 
on sales of loaf cheese in 5-pound boxes. 
Among other things, this company pleads 
that in its sales of these products in the 
higher quantity and lower price brackets the 
goods are shipped directly to the retailer, 
who must pay his own handling and distribu- 
tion costs, whereas in the lower quantity and 
higher price brackets substantially all its 
sales are made at the store door of the re- 
tailer through its system of truck peddling, 
described elsewhere in the answer. Assuming 
that the facts are as pleaded, it may be con- 
jectured that justification for the differen- 
tials can be readily shown from the existing 
records of the company. 

Again, the differences in the costs of large 
and small orders are, I think, well estab- 
lished both theoretically and by practical ex- 
perience. If normal price differentials are no 
greater than I am inclined to believe, the dif- 
ferences in the costs of selling and delivery 
on such orders may prove a sufficient justifi- 
cation for the great proportion of them. Per- 
sonally, I am inclined to believe that the 
allowances made by sellers for quantity have 
relatively seldom represented the full amount 
of the savings in selling and delivery costs 
that were involved, but I have no proof that 
this has been the case. Also I feel certain that 
there have been cases where the very large 
mass buyer has exacted all the savings, and 
sometimes even something more, as the price 
of his custom. 

Sometimes the situation may be compli- 
cated by the lack of adequate records. In 
some companies, however, many of the 
necessary sales data for defense are already 
available in the individual sales records. 


Where the data are inadequate or unavail- 
able, sales departments can be reorganized 
according to different classes of trade or 
commodities sold, and the necessary sales 
time and cost and delivery records set up and 
kept. Here, as in the case of manufacturing 
cost, some questions as to the proration and 
allocation of overhead among different prod- 
ucts or different customers of classes of 
customers will arise. It is believed, however, 
that these should generally be appreciably 
less complicated than in the case of manu- 
facturing cost. 

The ultimate construction of the terms 
“sale” and “delivery” in the cost justifica- 
tions of the statute will affect the importance 
of this defense. If the terms are construed to 
include the incidental office and other han- 
dling charges, such as billing, packing, and 
shipping expenses, and a proportionate share 
of general overhead expense, justification on 
costs of selling and delivery will be even 
easier than if a strict interpretation of these 
latter terms is used. 

This brings me to the subject of the 
authority of the Trade Commission to pre- 
scribe quantity limits. I have previously sug- 
gested that the normal differential in favor 
of the large mass, buyers of consumer goods 
was probably not as large as has commonly 
been thought. Although I believe this to be 
rather generally true, there have been more 
than occasional exceptions. This I know 
from the personal examination of the dis- 
counts and allowances of several hundred 
grocery drug and tobacco product manufac- 
turers. In the case of producers’ goods the 
differentials have quite probably been larger, 
and unreasonably large ones have been much 
more frequent. : 

This authority given to the Trade Com- 
mission was presumably intended primarily 
to reach the unreasonably large quantity 
differential. So far as these “differentials’”— 
and the Act uses that term—are concerned, 
no consideration is given to the fact that they 
may make only due allowances for differ- 
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ences in costs. Instead, the test is that the 
number of buyers shall not be so few as to 
promote monopoly or to be unjustly dis- 
criminatory. In other words, the Act puts a 
limitation on producing and selling efficiency 
at a point where this seems likely to injure 
competition. That this is a sound principle, if 
this is we wish to preserve fair competition, 
I think most will agree. The economic and 
competitive theory lying behind this provi- 
sion is much the same as that which has been 
consistently applied by the Interstate Com- 
merce Commission in rejecting applications 
for lower rates on train load than on carload 
lots.* 

From the standpoint of the administration 
of the Act, the Trade Commission faces a 
difficult task. The statute contains other pro- 
visions than those I have dealt with. The 
language of some of them is subject to a 
variety of constructions, particularly propor- 
tionally equal terms. So far as the price dis- 
crimination provisions are concerned, how- 
ever, there is ground for optimism. As 
already explained, these provisions of the 
statute may be regarded as a step in the di- 
rection of establishing a fairer competition 
in pricing based upon relative producing and 
distributing efficiencies. 

Much of the criticism that has been made 
and can be made of these provisions arises 


‘Wells River Lumber Co. v. c., M. & St. P. Ry. 
Co., 38 I.C.C. 464, 465. See Stevens Federal Price 


Legislation, JOURNAL OF MARKETING, April, 1937, 
p. 329, 


OF MARKETING 45 


from a fact already referred to, namely the 
defects always involved in very specific legis- 
lation designed to cover a multifarious and 
constantly changing set of economic con- 
ditions. 

If the price discrimination provisions of 
the Act can be administered along the lines 
indicated they should prevent those types of 
differentials which interfere with producing 
and distributing efficiencies, a matter of 
prime importance in the preservation of fair 
competition. So far there has been some 
disappointment expressed that certain of the 
price discrimination complaints seem to have 
been leveled at relatively small differentials, 
on their face comparatively easy of justifica- 
tion. The danger to fair competition comes 
not primarily from the customary and 
relatively small open and published price 
differentials given by nearly all sellers and 
taken advantage of by hundreds and thou- 
sands of distributors. It comes rather from 
the larger differentials, open or secret, avail- 
able only to a limited number of large mass 
buyers. The Commission must, of course, 
enforce the statute, and in so doing may be 
obliged to proceed in relatively unimportant 
situations. With its power to prescribe quan- 
tity limits however, its real opportunity lies 
in the elimination of the unreasonably large 
and discriminatory differentials which are 
and always have been a real menace to fair 
competition since the heyday of local price 
cutting and the bogus independent and yel- 
low dog companies. 
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FN yp MON fallacy is that of assuming all 
recent state price-regulating legislation 
to be “baby Robinson-Patman Acts.” Actu- 
ally there are no less than five distinct types 
of provisions in the state laws dealing with 
price-making by private companies. These 
are: 

1. Prohibitions against local price discrimi- 
nations; 

2. Prohibitions against selling below cost; 

3. Prohibitions against price discriminations 
between individuals; 

4. Legislation legalizing resale price main- 
tenance in intrastate commerce; 

5. State trade commissions similar to the 
Federal Trade Commission. 


During the 1936-1937 session of the vari- 
ous state legislatures all of these types were 
considered, and many were enacted. Arkan- 
sas passed two laws containing the first four 
provisions. A state trade commission or 
“little Federal Trade Commission” received 
some attention, but apparently did not meet 
with legislative approval.’ Michigan also had 
such a bill under consideration which, in ad- 
dition to creating a fair trade commission, 
also provided for the licensing of whole- 
salers, jobbers, and retailers.? Utah enacted 
a Trade Commission act in March, 1937. 
However, state fair trade commissions for 
other than industries “affected with a public 
interest,” seem to be a development of the 
future rather than of the immediate present. 
This is not true for the other types of price- 
regulating legislation. 

Historically, the states have shown signs 
of following or even preceding federal legis- 
lation with similar state acts. During the 


*Southwest American, March 4, 1937; editorial 
page. 

*Fifty-ninth legislature, regular session 195; 
Senate bill no. 63. 
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period of enactment of the major federal 
anti-trust laws approximately one-third of 
the states passed laws against price-discrimi- 
nation. Like the Florida law*® of 1915, and 
the Clayton Act, these were concerned pri- 
marily with price-discriminations between 
localities aimed at restraining competition or 
creating a monopoly rather than protecting 
the competitive status of individuals. Al- 
though dealing with price-discrimination, 
these earlier acts can hardly be considered 
of the Robinson-Patman type. 

California led the new movement in 1931 
by revising the 1913 act against local dis- 
crimination by public utilities so that it in- 
cluded large scale distributors. In 1933 two 
important provisions were added, making 
secret rebates and sales below cost illegal. In 
1935 it became the “Unfair Practices Act,” 
with provisions which will be examined later. 
The Arkansas “Unfair Practices Act” of 
1937* is copied practically word for word 
after the 1935 California Act.® Consequently, 
experience in California under the act may 
be of interest to Arkansas and other states 
with similar acts.® 

Existing state unfair practice laws have 
been derived from several sources, most im- 
portant of which are: |. earlier anti-trust 
laws against local price discriminations, 


* Florida laws, chapter 6945 (no. 139), “An Act 
to Prohibit Unfair Commercial Discrimination be- 
tween Different Sections, Communities or Locali- 
ties, or Unfair Competition .. .” approved June 5, 
1915. 

* House Bill no. 100. 

* Assembly Bill no. 1870. Chapter 477. Approved 
July 15, 1935. 

* For a very complete account of this subject see: 
“Experience in California with Fair Trade Legis- 
lation Restricting Price Cutting, by Ewald T. 
Grether, in: California Law Review, 24:640-700, 
1935-36 and JOURNAL OF MARKETING, Vol. I, No. 4, 
p. 344, April, 1937. 
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2. the amended California Unfair Practice 
Act which includes both local and personal 
anti-discrimination provisions as well as pro- 
hibitions against selling below cost, and 
3. the Robinson-Patman Act. Just prior to 
enactment of the latter law, June 19, 1936, 
at least fourteen states had laws prohibiting 
local price discrimination. 

— The primary purpose of the Robinson- 
Patman Act is to prevent direct or indirect 
discriminations between individual competi- 
tors that result from bargaining power 
rather than justifiable economies involved in 
such transactions. It makes the “knowing” 
buyer as well as the seller involved in dis- 
criminations equally liable. While not con- 
cerned directly with below cost selling, it 
does contain a provision against sales at 
unreasonably low prices. It shifts the former 
emphasis of the anti-trust laws from local 
to personal discriminations. 

Congressman Patman has prepared a 
“Model State Robinson-Patman Anti-Price 
Discrimination Act” which follows the main 
non-criminal provisions of the federal law. 
It omits any reference to below cost selling 
as found in the California and Arkansas 
laws, or to “selling at unreasonably low 
prices” as found in Sub-section 3 of Section 
3 (criminal section) of the federal act. How- 
ever, it does include provisions against price 
discriminations between different localities, 
similar to the state laws, which is one of the 
most outstanding omissions from the federal 
law when viewed as an amendment te-¢ke 
to the Clayton Act. 

Although some of the recently enacted 
state anti-price discrimination laws follow 
the model Patman Act rather closely, in 
general they follow the California law even 
more closely. In addition to prohibitions 
against local price discrimination, the closest 
attempt at reaching personal discriminations 
in the California and similar laws is found 
in Section 7, which makes it a misdemeanor 
to use secret rebates, allowances, etc., or un- 
earned discounts, or secretly extending to 
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certain purchasers special services or facili- 
ties not extended to all purchasers purchas- 
ing on like terms and conditions, to the in- 
jury of a competitor and where such acts 
tend to destroy competition. 

Section 10 of the California Act and 
similar laws is very important. It gives to 
any person, firm, etc., or trade association 
the right to maintain an action to enjoin acts 
against sections 1 to 7, and if damaged, the 
plaintiff, in addition to such injunctive relief, 
is entitled to recover triple damages from 
the defendant. 

It is under this section of the California 
law that trade groups in Northern and 
Southern California have organized as 
policing agencies, very much along the lines 
of the N.R.A. codes. So far these groups 
have directed their attention primarily at 
below cost selling.’ 

Other state laws or bills often referred to 
as of the Robinson-Patman type are found 
upon examination to differ in several re- 
spects from either the federal statute or the 
model state law. Michigan had under con- 
sideration two bills which resembled Ar- 
kansas’ Unfair Practices Act, excepting that 
the buyer involved in discrimination is also 
made liable, which agrees with the Robinson- 
Patman type of act, but not with the typical 
state acts.* Although not identically worded, 
a bill® considered by the State of Maine this 
year comes the nearest of any to incorporat- 
ing the provisions of both the state type of 
unfair practice acts and the Robinson- 
Patman Act. 

The situation as it existed as of April 1, 
1937, may be summarized as follows: thir- 
teen states have laws against below cost 


*Ibid., p. 647ff. In Ohio the grocery and drug 
groups were recently reported to have organized 
for policing under the Ohio Fair Trade law. 

* Senate bill no. 71. Fifty-ninth legislature, regu- 
lar session of 1937. Also Senate bill no. 97. 

*Eighty-eighth legislature. Legislative docu- 
ment no. 19, “An Act to Prevent Deceptive Mer- 
chandising Practices, to Restrict Unfair Competi- 
tion .. . and to Protect Fair Trade Practices in 
Distribution. 
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selling, two of which are confined to the 
drug trade; six specifically include service 
trades ; and eight have anti-price discrimina- 
tion laws, three of which are limited to sell- 
ing prices. This is in addition to the fourteen 
states which had laws against local discrimi- 
nations prior to June, 1936, mentioned above. 
Two duplications are involved (Utah and 
Minnesota), leaving twenty-four states with 
laws against one or both forms of price 
discrimination. Many of the new “Patman 
type” laws, like those of California and 
Arkansas, are intended to cover both local 
and personal discriminations. Twenty of the 
unfair practice acts have criminal clauses 
with fines ranging from $100 to $10,000, and 
sixteen also provide for imprisonment, 
usually not to exceed six months.’° 

Apparently the states have not as yet taken 
generally to the “Patman type” of legisla- 
tion. It is interesting in this connection that 
a committee of the Chamber of Commerce of 
the United States recently recommended that 
state action on bills of the Robinson-Patman 
type be postponed until the provisions and 
implications of such acts become somewhat 
more clearly understood." 


Fatr TrapeE Laws 


With regard to the so-called “fair trade” 
acts the situation is somewhat different. 
Early this year a survey by the writer 
showed sixteen states to have such laws; in 
twelve states bills were pending; and bills 
were likely to be introduced into the legis- 
lature of three additional states. As of April 
1, 1937, thirty-three states had passed such 
legislation, according to a survey by the In- 
stitute of Distribution.’? All laws are subject 
to enforcement through damage suits by 
competitors. Two, those of Rhode Island and 


“Institute of Distribution. Manual on State 
Trade Practice Regulation Laws and Supplement. 
New York, April, 1937. 

"“Price Differences Under the Robinson- 
Patman Act” Committee Report January, 1937, p. 
10. 


"Institute of Distribution, op. cit. 


Tennessee, omit the now famous non-signer 
proviso whereby third parties are held liable 
for observing contract prices.** 

Apparently, time and some consideration 
of the importance of the state as a market 
influence manufacturers’ use of their privi- 
leges under these laws. The following tabu- 
lation shows the number of manufacturers 
using the law of each state according to date 
of the original law."* 


1933 Maryland ....... 75 

California ....... 168 Wisconsin ....... 50 
1936 

1935 ee 56 

New York ....... 294 Louisiana ....... 51 

Washington ..... 129 Virginia ........ 47 

Oregon ......... 120 Rhode Island .... 45 

Illinois Terr T eT Te 90 Arizona ey en 37 
Pennsylvania .... 88 n 
New Jersey ...... 86 1937 

ere 76 18 states ....no users 


The purpose of the state fair trade acts is 
to legalize resale price maintenance in intra- 
state commerce. In this, the state-federal 
situation is the reverse of what it is regard- 
ing laws of the Robinson-Patman type. In 
inter-state commerce contracts for the main- 
tenance of resale prices are illegal, until 
some such act as the Tydings-Miller bill is 
passed by Congress. For intra-state com- 
merce within states having fair trade laws 
this vertical type of price-fixing is legal, ac- 
cording to an unanimous decision of the 
Supreme Court on December 7, 1936, in up- 
holding the California and Illinois laws.’® 

In general, the various state laws follow 
the same pattern, with only a few exceptions. 
In 1933 California amended an earlier act 
with Section 1% (Section 2 in most state 
laws, Section 6 in the Arkansas law), making 

*For a discussion of the importance of this 
provision, see: Grether, op. cit. 

* Institute of Distribution, op. cit. 

*For further discussion see: “What the Su- 
preme Court Ruling Means to ‘Fair Trade’ Opera- 
tors,” in Advertising and Selling, December 17, 
1936, pp. 29-30-60; and “The Legal Evolution of 


Resale Price Maintenance” in Advertising and 
Selling, January 1, 1937, pp. 24 on. 
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all dealers who have a knowledge of the 
existence of resale price contracts liable for 
the provisions of the act whether or not they 
were direct parties to such a contract. A few 
states do not have this provision. Most laws 
require that, before cutting a price below 
the resale price set by the manufacturer, a 
dealer must offer the goods to the manu- 
facturer or wholesaler at the original invoice 
price. Specific provisions vary, such as 
“reasonable opportunity,” ten days’ notice, 
etc. In all other essential respects the various 
state laws are similar. Many, like the Ar- 
kansas law’® are based directly on the Cali- 
fornia Act, as amended in 1935, 

A few additional provisions of the fair 
trade acts are worth mentioning. In contrast 
to the unfair practices acts, the fair trade 
laws are not generally emergency measures, 
but rather are merely designed to protect 
property rights in the good will of identified 
merchandise. Responsibility is placed upon 
a buyer for resale of requiring that another 
buyer for resale to whom he sells will ob- 
serve the contract resale price. Suitable 
provisions to prevent evasions and excep- 
tions to make the law workable are included. 
One common provision, Section 7 in most 
laws, is important in restricting monopolistic 
tactics. “This act shall not apply to any con- 
tract or agreement between or among pro- 
ducers or distributors or .. . wholsalers... 
or retailers as to sale or resale prices.” That 
is, it does not authorize price-fixing on the 
same stage of distribution, such as charac- 
terized our early trusts and monopolies. 


EVALUATION 


In California’’ the Fair Trade Act was 
sponsored mainly by the drug group, and the 
Unfair Practices Act by the independent 


* House bill 98. “An Act to Protect Trade Mark 
Owners, (etc.).... Through the Use of Voluntary 
Contracts Establishing a Minimum Resale Price. 

“For material relating to developments in Cali- 
fornia the writer is indebted mainly to studies 
made by Dr. Grether, of. cit. 
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grocers. Some chain stores favored the Fair 
Trade Act due to price-cutting by the newer 
“super markets,” but the grocery chains were 
definitely opposed to the Unfair Practices 
Act. Both acts reflect the reactions to condi- 
tions of business depression, although a de- 
mand for resale price maintenance can hard- 
ly be considered a depression phenomenon, 
either in this or foreign countries. 

So far, the Fair Trade Act has been of 
no significance in the grocery trade in Cali- 
fornia. Too many articles are perishable and 
respond to local supply and demand con- 
ditions. A survey of 100 San Francisco Bay 
region retail grocers in 1934 showed that 
57% were unaware of the act. In the drug 
field retailers were well informed. Conversa- 
tions by the writer with a limited number of 
the better informed grocers and druggists in 
Arkansas suggest the same situation here. 

Dr. Grether’s survey of the grocery trade 
in California showed that, while 91% of 
those interviewed were in favor of resale 
price maintenance, 89% had given no aid, 
financial or otherwise, nor had they done 
anything about it. Only 21% were cooperat- 
ing with manufacturers who were using re- 
sale price maintenance, by featuring or push- 
ing their products. Attempts at resale price 
maintenance have not been very successful, 
owing largely to failure of dealers to co- 
operate. Manufacturers and distributors 
were little interested in the law. In general, 
the voluntary chains favored, and the cor- 
porate chains opposed resale price mainte- 
nance. This agrees closely with the experi- 
ence in New York City of large “cash” dis- 
tributors like R. H. Macy and Co., opposing 
such restrictive legislation.*® 

* After the New York State Supreme Court 
reversed itself on the constitutionality of the state 
fair trade act, Macy’s came out with a full page ad 
in the New York Times, March 20, 1937, announc- 
ing a new policy of marketing price-fixed merchan- 
dise as such and displaying along side of it their 
own “Macy’s Own, Why Pay More?” See also Q. 
Forrest Walker, “A Retail Attitude towards Resale 


Price Fixing,” JOURNAL OF MARKETING, Vol. I No. 
4, p. 334, April, 1937. 
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In contrast to the grocers, druggists 
appear to be very much interested in resale 
price maintenance provisions, in California, 
Arkansas’ and elsewhere. 

Prices of many advertised drug items were 
found to be increased in California cut-price 
stores by an average of 24.3% as a result of 
resale price contracts.2° However, the net 
effect of such contracts on retail prices ap- 
pears not to be significant. Many other fac- 
tors enter the picture. In a comparative study 
of advertised prices for identical drug items 
in California and elsewhere Dr. Grether 
found the price of 203 items to be 1.3% 
higher in Portland, Oregon, and 8.4% higher 
in Tacoma, Washington, than California 
contract prices. In Boston, Massachusetts, 
prices on 50 items were found to be 8.4% 
higher than California contract prices ;?° all 
of which indicates that manufacturers and 
dealers have mainly set minimum prices and 
set these close to going market prices of 
relatively efficient dealers." 

As yet the California Unfair Practices 
Act has apparently not made for higher 
prices to consumers, rather, it has operated 
merely as a loss limitation provision. Despite 
the wording of the act, California enforce- 
ment agencies have seemed to prefer taking 
invoice or replacement cost plus a flat 6% 
rather than total actual costs. In the Los 
Angeles market even the 6% margin was 
dropped in the fall of 1936, owing to the 
difficulty of holding a few large operators in 
line, and replaced by merchandise cost as the 
minimum selling price.?* Individual costs for 
procuring and handling each item rather than 
averages for the dealer’s entire business, 
whether taken arbitrarily at 6%, or at an 


*“Arkansas Druggists Backing Fair Trade 
Agreement Bill,” St. Louis Post-Dispatch, Decem- 
ber 30, 1936. 

*” Grether, op. cit., p. 676ff. 

* A similar study is being undertaken in Ar- 
kansas by the writer but results will of necessity 
not be available for some time. 

*Grether, Ewold T., “Fair Trade Legislation 
Restricting Price Cutting.” JoURNAL OF MARKET- 
1NG, April, 1937, p. 346. 


actual figure, should be used otherwise the 
only real advantages of the provision are 
lost. The utter impossibility of including all 
overhead in “cost of doing business” as re- 
quired in the acts, makes a literal interpreta- 
tion of the below cost provisions absolutely 
unworkable, if literally construed. 
Practically all recent price-regulating 
legislation, both federal and state, has been 
sponsored by interests opposed to chain 
stores and other scale distributors.** It is 
interesting in this connection to consider the 
relative importance of the chain store in the 
various states where such laws have been 
enacted or considered. The chain store is 
used for this purpose because, aside from 
the small number of large mail order houses 
whose business is largely inter-state, and a 
few large low price department stores in 
some of the largest cities, it is the chain store 
which such legislation is aimed to check. 
For the year 1935 chain stores did 22.8% 
of the retail business of the country, a de- 
cline from 25.4% in 1933. The chain ratio, 
or percentage of total business done by the 
chains, varied from 29.7% in the District of 
Columbia, or 29.3% in Illinois, to 11.1% in 
Mississippi and 12.3% in Arkansas. Ar- 
kansas with the second lowest chain ratio has 
both types of anti-chain laws, while many 
states with very high ratios have none. Cali- 
fornia, which has led in both laws, has a ratio 
of 25.7% or somewhat above the average for 
the country. If the grocery field, instead of 
all lines of retailing, is used for comparison, 
the same results are obtained. Arkansas’ 
chain ratio is 7.9%, or the lowest of any state 
in the Union for which census data are 
given, with only three states in doubt, since 
the census did not give these data separately 
for: Arizona, Nevada, and New Mexico. In 
this case Michigan is in the lead with a 63% 
chain ratio, and the District of Columbia 
takes second place with only 59.1%. Cali- 


* See half page ad by Retail Merchants of Ar- 
kansas, in the Arkansas Gazette, Little Rock, 
February 18, 1937. 
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fornia with 26.8% is below the country’s 
average, 38.2%.*4 

No matter how the comparison is made 
the same result is obtained. There is no 
observable relationship between the inroads 
made by chain stores and anti-chain legisla- 
tion. States having such laws are found in 
all classes from the highest to the lowest in 
chain ratio percentages. Also those lacking 
such legislation are distributed throughout 
the scale. Apparently it is reaction to the de- 
pression, or some other factor or group of 
factors, rather than the relative encroach- 
ment of the chain store which has accounted 
for such legislative activity. Conservatively, 
it seems rather strong to rank a 7.9%, or 
even a 12.3% ratio, as threatening a 
monopoly, these percentages are aggregates 
distributed among 51 stores and 686 stores,”° 
respectively, probably operated by many dif- 
ferent and keenly competing companies. 

Legislation, whether federal or state, may 
hinder as well as help those whom it is in- 
tended to aid. There is a grave danger that 
legislation of the type under discussion here 
will give rise to a false feeling of security 
and may even result in unwanted and un- 
predicted results. Few people can forecast 
the ultimate effects of such enactments. In 
the final analysis it is the consumers, not the 
individual business men, who cast the ma- 
jority of both economic and political votes. 

One danger to the smaller dealers, if resale 
price maintenance is found to work in prac- 
tice, is the increased number of persons it 
may encourage to enter the field, owing to 


*Census of Business, 1935 Retail Distribution, 
Vol. IV, Types of Operation. U. S. Dept. of Com- 
merce, pp. 16, 17. 

* Ibid., pp. 16, 17. 


OF MARKETING 


ty 
_— 


the false security offered by price stability 
and guaranteed margins. Another is, of 
course, the “battle of the brands,” a struggle 
between nationally advertised brands with 
maintained prices, and private or distribu- 
tor’s brands using “market” prices. A 20 to 
30 per cent increase in chain store brands 
during the last half of 1936 has already been 
reported.** Despite a scant amount of evi- 
dence to the contrary, price-fixing legislation 
has yet to prove its value even to those who 
superficially may seem to be the beneficiaries 
of such provisions. Economic laws are not 
easily supplanted, even by legislative enact- 
ments. 

Granting fully the desirability of all 
legislation necessary to maintain really fair 
competition, might it not be wiser to direct 
our efforts towards doing an even better job 
of serving the consumer by taking advantage 
of the provisions of the George-Deen Act for 
training in the distributive trades, and in 
other ways attempting to improve and de- 
velop our systems of marketing to serve so- 
ciety as a whole rather than catering to in- 
dividual interests? Surely, working with, 
rather than against economic laws and 
fundamental social trends has the preponder- 
ance of historical and other evidence in its 
favor. A vast amount of education in mar- 
keting and economic principles based on his- 
tory and census data must be accomplished 
before the “price-fixing fetish” can be 
checked. A mere two thousand year record 
of virtually complete failure in this activity 
not being sufficient to discourage its modern 
proponents, there surely is offered an entic- 
ing challenge to present-day instructors of 
marketing. 


* Domestic Commerce, March 30, 1937, p. 191. 








Mortality Costs in Retail Trades 
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T HE business man of today is increasingly 
concerned with an economic philosophy 
which was almost unheard of fifteen or 
twenty years ago. Perhaps best expressed in 
recent publications of the Brookings Institu- 
tion,’ this philosophy embodies the idea that 
America’s capacity to consume is far beyond 
present consumption ; that productive facili- 
ties are waiting to be extended for the satis- 
faction of this capacity to consume, with 
the result that unemployment as a problem 
will virtually disappear. The crux of the 
whole problem lies in directing into the hands 
of the mass of people sufficient purchasing 
power to command the use of our productive 
capacity to its fullest extent. 

Purchasing power is determined as much 
by the prices of commodities and services as 
by the amount of the money income. Prices, 
in turn, are the resultant of a number of 
factors, but inherent in every price is the 
element of cost. These costs are both direct 
and indirect. In the hope that the results 
would throw some light upon those costs 
arising out of high mortality in the retail 
trades, a study was made of approximately 
ten thousand cases in the City of Pittsburgh 
for the period 1925 to 1934 inclusive. Some 
of the costs involved are most important in 
price determination, others are factors in 
establishing profit differentials but all have 
their effect in limiting total consumer pur- 
chasing power. 

Relatively little has been done to analyze 
business mortality. However, several studies 
dealing with mortality in retail trades are 
worthy of mention. One of the first is that 
of Paul Nystrom, covering a period from 


* America’s Capacity to Produce: America’s 
Capacity to Consume. 
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1890 to 1912.2 Oshkosh, Wisconsin, was the 
scene of the study. The publishers of 
“System” conducted a survey in Grand 
Rapids, Michigan, and another in Waterloo, 
Iowa.* The University of Nebraska Com- 
mittee on Business Research made a survey 
of grocery stores in Lincoln, Nebraska, for 
the years 1900 to 1923.4 The most compre- 
hensive study is that by E. D. McGarry of 
the University of Buffalo, covering over 
nine thousand cases in that City between 
1918 and 1928.5 The University of Illinois 
published in 1932 an investigation by Paul 
D. Converse covering a number of trades in 
selected Illinois towns and cities for the 
period 1925 to 1930.° Other studies are em- 
bodied in reports of the United States De- 
partment of Commerce, Bureau of Foreign 
and Domestic Commerce, Domestic Com- 
merce Series Numbers 54, 59 and 69. 
Further, there were like studies at the Uni- 
versities of Minnesota’ and Chicago.* The 
material in this article is based upon an un- 
published doctoral dissertation.® 

The primary data for the mortality 


* Paul Nystrom—‘“Economics of Retailing”— 
Vol. I, p. 400. Ronald Press, 1930. 

*“System”—January, 1916; January, 1917; Oc- 
tober, 1917. 

*Committee on Business Research, University 
of Nebraska—“‘Some Aspects of Grocery Store 
Failures.” 

*University of Buffalo Studies in Business 
Number 4, Bureau of Business and Social Re- 
search. 

* University of Illinois Bulletin, Vol. 29, No. 31. 

*E. A. Heilman, University of Minnesota Press, 
Employment Stabilization Research Institute, 
Vol. II, No. 3: and R. S. Vaile, Grocery Retailing, 
Studies in Economics and Business, No. 1. 

* Journal of Business, University of Chicago 
Press, Vol. VI, No. 3. 

* Complete study available as loan material from 
the University of Pittsburgh Library. 
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analyses were obtained from the annual 
directories of the City compiled and pub- 
lished by R. L. Polk and Company. The 
classified lists of businesses in the directories 
represent the only available material of this 
nature covering any extended period of time. 
For the purpose of making the count on the 
number of stores entering and withdrawing 
each year from business, the information 
was assembled on cards. The names and 
addresses of all firms listed in the directory 
for 1924, under the headings of grocery, 
shoe, drug, and hardware stores, were copied 
on separate cards. Each card was inscribed 
with the year. Then the 1925 directory was 
examined and new cards were made for any 
names which had not appeared in the 1924 
directory. Those cards which had appeared 
in the 1924 group were merely stamped with 
the year 1925. This procedure was followed 
for each of the succeeding years, the final 
result being a record of the length of life for 
all stores listed within the limits of the period 
under consideration—1925 to 1934.?° 

More than 400 personal interviews were 
made to obtain information regarding rea- 
sons for entrance and withdrawal, source of 
original capital, age upon entering, previous 
occupations, and effect of chains and the 
depression on the businesses. Only a few of 
these factors can be treated within the scope 
of this article. Further information in regard 
to some of these points was obtained from 
records at the local office of R. G. Dun and 
Company. 

It will be noted that “mortality” is used in 
the special sense of “withdrawing from busi- 
ness.” Undoubtedly not all of these stores 
can be said to have died, but it is believed 
that the great majority come within that 
classification. McGarry uses this definition of 
mortality also. Furthermore, his method of 
compilation and analysis is substantially the 
same as used in the present study. Com- 
parisons presented herein are limited to the 


* Chain units are not included in the mortality 
data. 
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Buffalo study as being less likely to introduce 
factors leading to non-comparable results. 
In Table 1 are the mortality rates for each 
year of the interval for the hardware, shoe, 
drug, and grocery trades. The figures are 
computed as the percentages of the number 
actually engaged in business and withdraw- 
ing in the year indicated. The average for 


TABLE 1.—MorTALITY OF FIRMS IN THE HARDWARE, 
SHOE, DruG, AND GROCERY TRADES 




















Percentages 
Year 

Hard - Shoe Drug Grocery 

ware 
ae 14.6 20.5 9.8 23.6 
a 32.1 18.4 11.2 22.6 
ee 6.2 a 12.9 22.5 
ae 13.3 14.4 11.0 19.4 
ee 12.7 16.3 10.2 21.8 
See 10.6 18.4 9.4 18.4 
Sree 8.0 13.5 6.6 16.7 
re 5.0 14.1 5.8 oe 
ES ans Becekaie 10.4 14.3 8.7 18.2 
a ee 8.1 aad 9.2 i 





each of the four trades—hardware, shoe, 
drug, and grocery—is 10.1, 16.3, 9.4, and 
20.2 respectively. Drug and hardware stores 
in general have a relatively longer life than 
shoe and grocery stores. It takes approxi- 
mately ten years, six years, eleven years, and 
five years to effect a complete turnover cf 
firms in the hardware, shoe. drug, and groc- 
ery trades respectively. 

The Buffalo figures indicate the same gen- 
eral position with respect to the four trades 
but the average percentages are higher 
throughout. The hardware trade shows an 
average rate of turnover of 16.2 per cent; 
the shoe trade, 21.8; the drug trade, 12.6; 
and the grocery trade, 35.9. In both instances 
the drug trade shows the best relative posi- 
tion and the grocery trade the highest per- 
centage. The higher figures in the Buffalo 
study may be accounted for by the fact that 
McGarry counted as exits all businesses not 
listed in consecutive years in the directories 
and listed the firms as new entrants if they 
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appeared in subsequent issues. In the present 
study, if a store was not listed under the 
classified heading under consideration, a 
check was made with other headings, such as 
confectionery or delicatessen for grocery 
stores and variety stores for hardware firms. 
Furthermore, if a firm was not located in the 
directory in any year but appeared the im- 
mediately following year under the same 
name and address, it was assumed to have 
been in business continuously. This practice 
eliminated a number which might have been 


in the first year. Twenty-seven and seven- 
tenths per cent of hardware firms failed 
within one year from the time of opening 
for business while 46.7 per cent of pro- 
prietors of grocery stores were unable to 
struggle along for as long as one full year. 
This same situation holds true in the Buffalo 
figures excepting that the drug trade shows 
the best relative position with respect to 
failures in the first year. The Buffalo figures 
are 34.5, 43.8, 26.6, and 60.3 per cent for 
the hardware, shoe, drug, and grocery trades 


TABLE 2.—COMPARISON OF TOTAL ENTRANCES ON A PERCENTAGE BAsIS DISTRIBUTED ACCORDING TO 
LENGTH OF LIFE FOR THE YEARS 1925-1933 INCLUSIVE 














Years 
1 2 3 + 5 6 7 8 9 
Hardware 27.7 13.5 5.7 4.2 2.8 0.7 0.7 0.7 0.7 
Shoe 39.8 10.7 4.1 6.1 3.0 4.1 3.0 0.5 2.0 
Drug $1.2 8.1 3.4 2.6 4.7 re ae 1.8 0.8 
Grocery 46.7 11.9 6.7 3.9 2.6 2.1 1.6 1.1 0.4 





classified as exits in one year only to re- 
appear the following year as entrants. 
There seems to be little definite trend for 
the entire period in any of the trades. The 
lowest rate of mortality, except for the shoe 
trade, appears either in 1931 or 1932—years 
of depression depths. At no time is the rate 
of mortality for grocery stores lower than 
the rate for any of the other three trades. On 
the other hand, the mortality rate for grocery 
stores is relatively more stable than that for 
shoes, drugs, or hardware. That is, there is 
less difference between the high and the low 
rate in the case of grocery stores than in the 
others. This indication of greater stability 
may however, be due to the much larger 
sample. The percentages in each case would 
seem to substantiate the statement that 
failure is not a phenomenon of depression 
but that the rate of mortality in retail trade 
keeps pace with general business conditions. 
Table 2 presents a comparison of the en- 
trances in each trade distributed on a per- 
centage basis according to the length of life. 
The highest rate of mortality always occurs 


respectively. However, both studies show 
that the drug trade has the best relative posi- 
tion at the end of nine years. 

Hardware stores have the highest expect- 
ancy of life for the first year but lose this 
position to the drug trade after this initial 
period. Table 3 shows the life expectancy 
for each trade in the order of their relative 
position with the figures for the drug trade 
at the top and those for the grocery trade at 
the bottom. At all times the expectancy of 
continuing in business is lower for grocery 
stores than for any one of the other trades. 
It will be noticed that, in general, the life 
expectancy increases as the length of the 
period increases. That is, the heavy mortality 
is in the first year. There is a much smaller 
drop in the second year and less in each 
successive year. The longer a firm remains 
in business the better are its chances for re- 
maining at least another year. Any studies 
of retail trade mortality covering only a few 
years will show a much higher mortality 
than a study covering a longer period. Of 
every one hundred firms in business in the 
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ten-year period under consideration and hav- 
ing opportunity for survival in the second 
year, 69 survived in the drug trade, 72 in 
the hardware trade, 61 in the shoe trade, and 
only 53 in the grocery trade. McGarry shows 
a survival at the end of the first year of 73, 
66, 56, and 40 in the order named." Per- 
centages in both studies are based upon the 
number of stores which had opportunity to 
survive and actually did survive for the 
number of years indicated. Thirty firms of 
each 100 in the drug trade were still in 


cy 
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ness is sure to be successful. In the study by 
R. S. Vaile,’® it is noted that “over 50 per 
cent of the people entering the business (gro- 
cery) did so merely because they were out 
of work and had to do something : practically 
none of the men who entered the grocery 
business in 1930 were under 30 years of age, 
less than one quarter of them were under 
40 years of age, and over one quarter were 
over 50 years of age. About 50 per cent of 
the new proprietors had no previous grocery 
experience, either in retail or wholesale 


TABLE 3.—LiFE EXPECTANCY OF HARDWARE, SHOE, DRUG, AND GROCERY STORES 














Years 
1 2 3 4 5 6 7 8 9 10 
Drug 100 69 63 60 55 48 43 38 32 30 
Hardware 100 72 56 50 44 42 39 39 31 21 
Shoe 100 61 50 45 39 38 35 27 27 21 
Grocery 100 53 42 34 30 26 23 21 19 17 





business in the tenth year while only 17 in 
the grocery trade managed to continue opera- 
tions for that length of time. McGarry shows 
29 and 5 surviving in these two trades re- 
spectively at the end of nine years.’? The 
table is limited in its accuracy by the rela- 
tively small number dealt with and cannot 
be relied upon in the sense that life insur- 
ance expectancy figures can be used. 
Perhaps the most logical reasons for the 
drug trade showing the best relative position 
are the capital requirements of the trade, 
educational requirements for dispensing pre- 
scriptions, and the general expansion of 
merchandise lines carried by drug stores. At 
the other extreme, grocery stores have a high 
turnover of stock and therefore require little 
capital. No special knowledge of merchan- 
dise is believed to be required in the opera- 
tion of a grocery store, and it is a trade that 
attracts the unthinking on the basis that 
“everyone must eat” and therefore the busi- 


"FE. D. McGarry—University of Buffalo Studies 
in Business No 4, University of Buffalo, 1930, 
p. 52. 

* Ibid. 
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establishments.” Substantially similar in- 
formation was obtained in the present study 
as is indicated in Tables 4 and 5. 

Those listed in the upper section of the 
table may be said to have had previous ex- 
perience which to some extent fitted them 
for the particular field in which they en- 
tered. The lower section indicates previous 
experience of little direct value in build- 
ing experience for the retail trade. In the 
grocery trade, 77, or 60 per cent of the 
number in this field, had previous experi- 
ence of possible assistance in operating a 
grocery store while 51, or 40 per cent, had 
not. Twenty-two per cent of those in the 
hardware trade, 16 per cent in the drug 
trade, and 29 per cent in the shoe trade had 
no previous experience which might aid 
them in the retail business. 

The relationship between the yearly rate 
of mortality and the percentages of those 
in the four trades having had no previous 
experience to aid them in retailing is strik- 
ing. Again calling to mind the yearly mor- 


*R. S. Vaile—Grocery Retailing, University of 
Minnesota Press, 1932, p. 16. 
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tality percentages, we observe that the gro- 
cery trade, with the highest rate—20.2 per 
cent, also has the highest percentage of those 
lacking helpful previous experience—40 per 
cent. The shoe trade, with a yearly mortality 
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from this that the rate of mortality in the 
retail trade bears a direct relationship to the 
number of those entering without previous 
experience of a character which might be of 
direct benefit in directing the affairs of the 


TABLE 4.—THREE HUNDRED AND SEVENTEEN ENTRANTS INTO THE GROCERY, HARDWARE, DRUG, AND 
SHOE TRADES IN THE CITY OF PITTSBURGH DISTRIBUTED ON THE BASIS OF PREVIOUS OCCUPATION 
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of 16.3 per cent, has 29 per cent with no ex- 
perience ; the hardware trade has a mortality 
rate of 10.1 per cent and 22 per cent having 
had no previous experience of direct aid in 
the field; and the drug trade shows 16 per 
cent with no experience to compare with a 
mortality of 9.4 per cent. We may conclude 


business, and that this relationship may be 
expressed in approximately the ratio of one 
to two. , 

In Table 5 is presented a distribution of 
entrants according to age and time of en- 
trance. The distribution is based on five-year 
intervals except for the group under twenty 
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and the group over fifty. The year 1920 was 
taken as the division between the two groups 
into which the entrants were segregated 
from the standpoint of time of entrance. 
This division was made rather arbitrarily 
but with the thought in mind that there was 
considerable readjustment in retailing be- 
ginning with the 1920’s owing to the rapid 
development of the chains starting in the 
depression period of the early years of this 
decade and also readjustments in employ- 
ment following the World War. 
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entering prior to age 36, there would still be 
evidence of a decided shift to the higher 
age groups. 

There is conclusive evidence here that 
there are forces at work within the complex 
structure of the retail trades which may have 
far-reaching social and economic conse- 
quences. Mortality in retail trade cannot be 
measured solely in terms of dollars and cents 
lost to creditors of firms which fail. Many 
withdrawals result in no loss to creditors but 
wipe out all or most of the proprietor’s 


TABLE 5.—DIsTRIBUTION OF 297 ENTRANTS INTO THE GROCERY, DruG, HARDWARE, AND SHOE TRADES IN 
THE City OF PITTSBURGH ACCORDING TO AGE AT TIME OF ENTRANCE AND ACCORDING TO THE PERIOD 





OF ENTRANCE 








20 and 





Entrance Under 21-25 26-30 31-35 36-40 41-45 46-50 Over.50 
Grocery Prior to 1920 2 17 16 3 _ 2 — _— 
In 1920 and After — 4 9 24 19 17 9 5 
Drug Prior to 1920 2 11 9 2 — — — _ 
In 1920 and After — 14 13 9 7 2 -- — 
Hardware Prior to 1920 1 7 5 5 1 —_— 1 — 
In 1920 and After —— 4 9 9 7 1 1 2 
Shoe Prior to 1920 3 8 3 2 1 —_ — — 
In 1920 and After 1 3 7 13 6 11 1 _ 





It is immediately noticeable that in all 
four trades the age at which entrance is 
affected is greater after 1920 than before. 
This is particularly true of the grocery trade 
and least true in the drug business. Some of 
this difference can undoubtedly be accounted 
for by the fact that many of those entering 
before 1920, and at a somewhat advanced 
age, are no longer in business for that very 
reason. And it may be equally true that the 
older merchants have been forced out be- 
cause of inability to meet the competition of 
the younger group and the chains. However, 
these factors could hardly be held to be en- 
tirely accountable for the shift in the age 
group as the number of those entering after 
the age of forty is relatively small even in 
the group entering business after 1920. 
Furthermore, if we considered only those 





capital accumulation. Still other withdrawals 
result only in loss, perhaps of an intangible 
nature, to the consuming public. Lacking a 
case history of each individual withdrawal 
from the retail business, any attempt to 
measure the monetary loss to either credit- 
ors or proprietors must be based upon a con- 
siderable number of assumptions. However, 
it is possible to point out in more general 
terms some of the economic consequences 
which are significant in the high rate of 
mortality. 

There is, in addition to the direct mone- 
tary loss to the merchandise creditors on 
open accounts, a loss due to the instability of 
outlets. Every jobber, wholesaler and manu- 
facturer endeavors to adjust his supply of 
goods to the point where maximum business 
is obtained with a minimum amount of in- 
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vestment in plant and merchandise. Given 
certain outlets, each requiring stated 
amounts of merchandise, it is possible to 
come somewhere near attaining this goal, but 
with a constant disruption in the customer 
list stocks cannot be maintained at economi- 
cal levels. This viewpoint does not ignore the 
fact that changes in retail sales do take place. 
However, it is one thing to make adjustments 
for natural growth, for planned expansion 
and planned contraction, and quite another 
matter to meet unexpected variations. 
There are several old sayings—“‘it is an ill 
wind that blows no one good,” and “what is 
one man’s meat is another man’s poison” — 
which might seem to apply with peculiar 
aptness in the case of retail trade mortality 
but which in reality do not. Supposedly, com- 
petitors of businesses which fail should 
profit by their misfortune. However, they are 
usually in turn adversely affected. Some- 
times the assets of firms which have had to 
“fold up” are sold at whatever prices they 
will bring, making it impossible for other 
merchants to maintain a fair margin of profit 
on ‘their sales. More important, because of 
far greater likelihood of occurrence, is the 
extended period of cutthroat competition 
that usually exists before the concern ac- 
tually closes its doors. Perhaps the merchant 
has unwisely bought stock far in excess of 
his possible market or, for any one of a num- 
ber of reasons, is unable to attract patron- 
age to his store. He is very likely to try to 
remedy the situation by lowering prices 
rather than by resorting to more difficult but, 
in the last analysis, more satisfactory meth- 
ods. Encouraged by the additional sales 
resulting from price-cutting, and perhaps 
pressed by creditors, he enlarges upon his 
activities in this direction, not caring or not 
realizing that sales volume does not neces- 
sarily mean profits. Competitors try to meet 
his competition with like reductions and, as 
long as the price-cutter manages to “hang 
on,” everyone involved plays a losing game. 
If the creditors suffer heavy losses, it may 


be taken for granted that the owners are 
even more seriously affected. Creditors may 
recoup a goodly portion of the loss by taking 
a greater margin on a large volume of busi- 
ness with only negligible increase in price. 
The burden falls with full intensity upon the 
proprietor. His capital accumulation of 
years, his business as a means of livelihood, 
his very home may be swept away in the 
avalanche of catastrophe. Failure may break 
the spirit of an individual to such an ex- 
tent that it absolutely prevents his financial 
rehabilitation. 

Most of the firms involved are small and a 
consideration of the unemployment phase of 
the entire problem would be unimpressive 
from the standpoint of individual firms. 
However, in the aggregate, the economic 
waste due to employment turnover arising 
out of mortality in the retail trade is a fac- 
tor of some importance. It may be observed 
that new stores are opened at almost the 
same rate as stores withdraw and that there 
results little diminution in total employment. 
Granted that this is true, it does not obviate 
the economic losses due to inefficiencies and 
readjustment which are inherent in labor 
turnover. The loss to the employee often 
involves not only a loss of time until he can 
find other employment but frequently he is 
unable to collect wages due him for past 
labor. 

It has been said, and with considerable 
truth, that, in the final analysis, all losses 
incident to mortality in business are borne 
by the public. Such losses constitute a serious 
detriment to the public interest and to our 
economic welfare. In so far as the creditors 
are able to pass on their losses through 
charging higher prices, the total purchasing 
power of the buying public is reduced by that 
much. As was previously pointed out, sale 
of goods and distribution of purchasing pow- 
er are interdependent aspects of modern so- 
ciety. For the particular trades covered by 
this study, this curtailment of purchasing 
power is especially significant because, as has 
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been so aptly stated in Engel’s Laws, the pro- 
portion of total income spent for these goods 
is greater for the lower income groups. In 
others words, the great mass of people are 
less able to purchase goods even though they 
may be absolutely necessary to the main- 
tenance of decent standards of health and 
efficiency. If the progress of society is de- 
termined by the amount of goods which so- 
ciety consumes, it inevitably follows that a 
“brake” has been placed upon the advance- 
ment of society. To the manufacturer and 
the middleman, particularly those engaged 
in the sale of so-called luxury goods, this 
constitutes a problem transcending in im- 
portance all others in their endeavors to mar- 
ket their goods. To society in general, it 
means a standard of living lower than would 
be possible if the burden of absorbing costs 
of failures did not have to be placed upon 
them. 

The amount of capital which is invested in 
unprofitable and unsuccessful enterprise 
constitutes an economic waste. Capital which 
is diverted from legitimate undertakings 
wherein the welfare of society is promoted 
can never be regained as the productivity of 
capital is inherent in its use and depends in 
considerable measure upon the time element 
involved. Capital wastefully employed robs 
the market of funds which might be used to 
better advantage elsewhere, as well as rais- 
ing interest rates because of the spurious de- 
mand and thereby deterring or discouraging 
new enterprises. No estimate can be made of 
the loss here involved; it is the difference 
between what might have been done with the 
capital in economically profitable endeavor 
and the results of its misuse. 

The very fact that the high rate of mor- 
tality continues year after year would in- 
dicate that there are probably too many firms 
engaged in these trades. A duplication of 
facilities, which in no way promotes more 
efficient and economical distribution of 
goods, is unwise. It may be argued that com- 
petition keeps the prices of goods down and 


9 


cn 


that the consumer benefits thereby. This is 
true only if it keeps the price of goods down 
to the point where a fair return is made on 
the capital, labor, and management needed 
in the enterprise. If the competition forces 
prices below this fair margin, the public will 
pay the difference indirectly in covering the 
cost to creditors of unsuccessful enterprise, 
in loss of productive capital, and in cost of 
maintaining and rehabilitating the unsuccess- 
ful merchant. 

Not only is there duplication of capital 
investment in the enterprise but also of labor. 
Again is there a distinct loss to society if the 
labor so employed could be used more effec- 
tively in other fields. Furthermore, realtors 
are encouraged to provide facilities for hous- 
ing these enterprises in excess of actual 
needs. There is available no adequate meas- 
ure of excess facilities but it is only neces- 
sary to observe the frequency with which 
store buildings are unoccupied even in 
prosperous times to realize the loss in rents. 
McGarry cites that real estate agents say that 
the demand for stores is much greater in 
times of unemployment.’* No suggestion is 
here made that these duplications could be 
entirely eliminated. That, too, is an evil in- 
herent in our competitive system. Factual 
enlightenment should go far however, in 
eliminating some of the waste. 

We have seen that the economic con- 
sequences of unregulated competition, of 
ignorance regarding the risks involved in 
retailing, and of unfitness and mismanage- 
ment constitute an unestimated but un- 
doubtedly tremendous loss both directly and 
indirectly to the enterpriser and to the pub- 
lic. If our system as at present constituted 
eliminated the unfit and the inefficient, not to 
be replaced by others equally as bad, there 
would be no point in raising a question re- 
garding either the method or the results. 
However, the system apparently perpetu- 
ates the dissipation of capital, encourages a 


“ED. McGarry—Univ. of Buffalo Studies in 
Business No. 4, p. 73. 
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waste of the services of labor, results in less- 
ened purchasing power, and causes incon- 
venience to the consuming public. 

The attitude of the general public, and of 
business men, regarding the advisability of 
restricting the individual in his desire to 
engage in business is likely to change with 
changing economic conditions. The more 
mature we become as a nation, the more 
is there fostered a class spirit because the 
opportunities of rising out of a class are 
lessened. As this situation becomes intensi- 
fied, more individuals become accustomed to 
restriction and there is less objection to lay- 
ing down certain laws and regulations de- 
signed to restrict. Justice Brandeis, of the 
United States Supreme Court, contributed a 
significant statement along this line of 
thought in his dissenting opinion in the case 
of the New State Ice Company vs. Lieb- 
man.!° His words are, “some thoughtful men 
of wide business experience insist that all 
projects for stabilization and proration must 
prove futile unless in some way the equiva- 
lent of the certificate of necessity is made a 
prerequisite to embarking new capital in an 
industry in which the capacity already ex- 


* 52 Supreme Court 371. 


ceeds the production schedules.” In other 
words, the primary consideration in the de- 
termination of whether an individual should 
engage in any business should be the eco- 
nomic desirability of the particular enter- 
prise. 

If it be granted that there are too many en- 
gaged in the retail trade and that benefits 
would be derived from a greater stability, 
we are faced with two courses of action. 
First, we must have measures to restrict 
those inefficient businesses which fall by the 
wayside from being replaced by others equal- 
ly as inefficient. Secondly, those remaining 
must be educated to greater efficiency in or- 
der to adequately serve the buying public. It 
is doubtful however, whether, under present 
conditions, measures designed to restrict en- 
trance into the field would be feasible. For 
the present, we must rely upon an educa- 
tional program designed to raise the standard 
of efficiency and at the same time deter the 
unequipped from venturing into the field. If 
we are to accomplish this, we must enlist the 
codperation of those in the retail trades and 
those desiring to enter, the usual creditors of 
these businesses, and various governmental 
agencies. 

















The Movement of Retail Trade Within 
a Metropolitan Area 


PAUL D. CONVERSE and ROBERT V. MITCHELL! 
University of Illinois 


HE income of the various districts within 
yi? metropolitan area cannot be computed 
from sources (such as manufacturing, min- 
ing, agriculture, wholesaling, retailing, etc.) 
for the reason that many people do not live 
in the districts where they work. Income 
must be computed for the families living in 
the various parts or districts in the area. 
This can be done from Census figures show- 
ing rents paid and value of homes owned 
by the occupants. A method of doing this 
and measuring the flow of retail trade within 
the area has been suggested previously.? 
Here we show application of this method 
using the Chicago Metropolitan Area as an 
example. 

The Census gives retail sales figures only 
for political divisions. Hence this method 
will not show the movement of trade within 
a city. When a metropolitan area consists of 
several political subdivisions, the movement 
of trade between these subdivisions can be 
computed. This movement is important to 
the merchants in the districts involved, to 
students of marketing, and to manufacturers 
and wholesalers selling in the area. If the 
Census in the future publishes sales figures 
for districts within a city, it will then be 
possible to use the method outlined here in 
measuring the movement of trade between 
districts or sections within a city. 

The method consists of three steps: 


1. Computation of incomes of the various 





*The method used was outlined by Professor 
Converse who supervised the work and prepared 
this article. Most of the actual work of compiling 
the data was done by Mr. Mitchell. 

* Converse, P. D.: Analysis of Retail Trading 
Areas; Some Suggested Methods with an Exam- 
ple. The National Marketing Review, Vol. I, No. 
4, Spring, 1936. 
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districts comprising the metropolitan area from 
rental figures and values of owned homes. 

2. Computation of retail purchases by the 
people in these districts from the use of the 
incomes computed in step {1 and from figures 
of retail sales and income for larger areas and 
from typical family expenditures as determined 
in family budget studies. 

3. Comparison of computed retail sales with 
actual sales as reported by the Census. This 
shows the net gain or loss in retail trade by 
each town in the area. Gains and losses can 
also be shown for the more important com- 
modity groups or lines of goods. 


Income for each district is computed from 
rents paid for homes by assuming that a cer- 
tain percentage of the family income goes 
for rent. We may assume that this percent- 
age is the same for all income groups, in all 
sizes of towns, and in all sections of the 
country. Or we may assume that the per- 
centage of income going for rent varies with 
size of income, size of town, and section of 
the country. Determining the proper rent 
percentage was the most difficult part of the 
study. There is considerable data, but un- 
fortunately for our purposes, it varies great- 
ly. The Bureau of Labor Statistics* reported 
the cost of rent for industrial workers in 
1917-18 as declining from 14.6 per cent to 
10.6 per cent as income increased. In 1934-35 
in four Michigan cities (Detroit, Grand 
Rapids, Marquette, and Lansing) the 
Bureau reported the percentage paid for rent 
by wage earners and salaried workers as 
varying from 13.2 per cent to 15.2 per cent.‘ 
The Detroit percentage was 15.1 per cent. 
The rent percentage increased slightly with 
income. Both of these studies were made 


* Bulletin No. 357. 
*Monthly Labor Review, June, 1936. 
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during periods of rising prices when the cost 
of rent was presumably lagging behind in- 
come so that it took a smaller proportion of 
family income than in 1929 when price levels 
had been fairly stationary for several years. 

The Brookings Institution’ reports that in 
1929, the rent percentage increased from 
12.5 per cent for incomes of $800 to 19 per 
cent for incomes of $1500, above which point 
it remained fairly stationary at 19.4 to 19.5 
per cent. This study included higher incomes 
than those quoted above and referred to the 
year 1929. 

Figures compiled in the Survey of Urban 
Housing for 1933, show that the percentage 
of income going for rent declines as income 
increases as the size of the town increases. 
The year 1933 was, however, an abnormal 
year for incomes and presumably for the 
relation of rents to income. 

After studying the available data and a 
special tabulation of its data made for us by 
the Bureau of Foreign and Domestic Com- 
merce, we decided to use the same percent- 
ages as used by McGarry in his study of 
Buffalo*—8 per cent of the value of owned 
homes being taken to represent rent; and 17 
per cent being taken as the percentage of the 
family income going for rent.” ® 


* America’s Capacity to Consume, p. 223. 

®*McGarry, Edmund D.: Retail Trade Areas in 
Buffalo, Sup. Statistical Survey, Univ. Buffalo Bu- 
reau of Business and Social Research, Vol. VII, 
No. 8A, April, 1932. 

*Rents appear to be lower in the South than 
in the North. A preliminary analysis of the trade 
areas of Houston, Texas, indicates that rent was 
equal to approximately 10 per cent of the total in- 
come in 1929. 

*Instead of using an average rent percentage 
for all towns, different percentages might have 
been used for each income group in each town, In 
computing income for towns of various sizes, the 
rent percentage for the various income groups 
would be changed for each town size. This method 
was used experimentally for Chicago and Wauke- 
gan, using the percentages from the Survey of 
Urban Housing. The results were then compared 
with those obtained by the use of the Brookings 
Institution figures and those by use of a flat rate 
of 17 per cent. The Brookings figures show varia- 
tions with income, but not with town size. The 


When the income of a town is known, we 
may compute the expenditures of the popula- 
tion for goods purchased in retail stores 
from figures of retail sales and national in- 
come and from percentages in family budget 
studies. For 1929, the retail sales figure re- 
ported by the Census equalled 63 per cent of 
the national income paid out as reported by 
the Department of Commerce. Both of the 
figures used in computing this percentage ap- 
pear to be conservative. The figure for the 
national income does not include income 
from odd jobs, miscellaneous sources, and 
from illegal and illegitimate pursuits. The 
figure for retail sales does not include retail 
sales by other than established retail stores 
in business when the Census figures were 
gathered. The percentage of income spent in 
retail stores presumably is higher in low in- 
come districts than in high income districts. 
These limitations suggest that perfect re- 
sults can hardly be expected by this method. 
The results obtained, however, indicate a 
high degree of accuracy. 

This method used gives an estimate of the 
total amount spent by the population of a 
given area for goods purchased in retail 





estimated income obtained by these computations 
compare as follows with the income computed by 
the use of the average figure of 17 per cent. 


Computed Income 


Average percentage Waukegan Chicago 

OF 17 ger CONE occas $3,015,224,291 $27,565,489 
Brookings Institution 

SETCENANES 24042200 2,963,026,847 27,930,427 
Survey of Urban Hous- 

ing percentages ..... 4,176,849,461 61,169,308 


The incomes computed with the average per- 
centage and by the Brookings Institution percent- 
ages vary by less than 2 per cent, while these com- 
puted by the use of the percentages from the Sur- 
vey of Urban Housing are very much higher. The 
latter figures appear to be too high for, if they are 
correct, we would find that Chicago, instead of 
gaining retail trade from outside, would be made 
to show a loss of over $500 millions. This would 
obviously be incorrect. As stated in the text, we 
decided to use the average percentage of 17 per 
cent. It is, of course, entirely possible that varying 
percentages may be eventually found to be more 
accurate when more complete and accurate figures 
are available. 
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TABLE 1.—AcTUAL RETAIL SALES AND COMPUTED EXPENDITURES OF POPULATION IN RETAIL STORES FOR 
CitT1Es OF OvER 30,000 1n CuICAGO METROPOLITAN District, 1929 


(Sales in Thousands) 








Miles 














City from Population — pote Difference of Actual 
Loop to Computed 
CROC... 5.5% 0 3,376,438 $2,127,520 $1,899,591 $227 ,929 112.00 
Cicero Town.... 7 66 ,602 21,502 35 ,263 * 13,761 60.98 
Berwyn..... 8 47 ,027 13,162 32,575 * 19,413 40 .40 
Oem Fare. ...... 9 63 ,928 32,741 59 ,687 * 26,946 54.85 
Evanston....... 12 63 ,338 49,210 65 ,311 * 16,101 75.35 
Hammond...... 18 64,560 29 ,882 26,359 3,522 113.36 
East Chicago.... 20 54,784 17 ,406 17,140 266 101.55 
ee 25 100 ,426 48 , 246 39,017 9,228 123.65 
Waukegan...... 40 33 ,499 23 ,831 17 ,365 6,465 137.23 
Totals 3,870,622 $2,363,500 $2,192,308 $171,192 107.81 
* Loss. 


stores. We can compare this figure with the 
total sales of the retail stores in the town 


and ascertain whether the town had a net 
loss of retail business to other towns or had 


TABLE 2.—METHOD OF COMPUTING INCOME AND EXPENDITURES IN RETAIL STORES 


























A B 
Valuation Number in Amount of Rent Number paying this 
Homes the City paid per month rent in the city 
Under GIGS0.. . 2. .ciccscas 428 2 eee 5,100 
$1000— 1499........... 1,419 Se A eee 17 ,380 
| 1,736 _ > er 33,805 
DOGG 2999. wc cccccees 7,779 a. [a rr 81,194 
3000— 4999........... 32 ,887 rr 146,256 
SOGD— 7499. 6. cvccccce 68 ,602 ae re 186 ,484 
7500— 9999........... 55,313 Sn 60 , 500 
10 000-14 ,999........... 53,401 I rkendcuns aaa 20 ,730 
Ce 18 ,646 eee 4,820 
20,000 and Over......... a7 #02 eo eee 4,920 
Not Reported............ 3,757 Not Reported......... 10 ,980 
Pe ah mika estas 261 ,680 . Ae eer 572,169 
Median Value............ $8 ,228 Median Value......... $49.57 
CALCULATION OF GAIN OR Loss IN RETAIL TRADE 
Housing Cost of home owners (8% of $8,228) ............0cc cc cuceeeee $ 658.24 
Average income for home owners ($658.24 divided by .17).............. 3,872.00 
ee hrc cl oss ows ake Hw a eE Keddie eee $1,013 ,224,960. 
Housing cost of home renters ($49.57 X12)... 2.0.0... 000 ccc eee eee $ 594.84 
Average income for home renters ($594.84 divided by .17).............. 3,499.00 
oo dine abla sh kdcnsd sd anieddusewoeeaoubieyaiewe $2,202 ,019, 331. 
AN Ch cruel Bok oe on cen eintinel iced oisbeietedee eubwe lien wie $3 ,015 ,224, 291. 
Amount that should have been spent at retail, (63% of $3,015,224,291)............. $1,889 591,303. 
nna. coche. obese ei Gale veNhadanbuetehebecasewhe 2,127 ,519,999. 
I a ag a a aa ate nll Ga he pad ate Vimo eka baa $ 227,928,696. 








Source—U. S. Census of Population, Vol. VI, pages 60 and 61. 
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a net gain from other towns. The same pro- 
cedure shows in what lines trade was gained 
and lost. 


APPLICATION TO THE CHICAGO 
METROPOLITAN AREA 


The Chicago Metropolitan Area, as de- 
fined by the Census Bureau, contains in addi- 
tion to Chicago, 8 cities of over 30,000 popu- 
lation; 16 cities with populations between 
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trade of $57 millions, which was equivalent 
to 19 per cent of their estimated retail ex- 
penditures. It will be noted that the four 
towns within 15 miles of the Chicago Loop 
lost trade while the four towns more than 15 
miles from the Loop gained trade. The first 
four towns had a combined net loss of $76 
millions while the last four gained $19 
millions, presumably from smaller towns in 
their trading areas. Berwyn was the only 


TABLE 3.—COMPUTED GAINS AND LOSSES IN RETAIL TRADE IN CiTIEs OF 10,000-30,000 PoPULATION IN 
CuicaGO METROPOLITAN DistRICT, 1929 























(Sales in Thousands) 
Per cent of 
City Population —_ Computed Difference Actual to 
ales Sales 

Computed 

ES ee 16,534 $9 ,362 $7 ,491 $1,871 124.98 
a ree 10,035 1,651 5,750 *4 099 28.71 
= oe 12,298 1,936 4,866 *2 930 39.79 
Chicago Heights, Ill........... 22,321 12,257 7,431 4,826 164.94 
Ns ooo d.6 ou 0.5 54% 14,055 6,338 9 ,860 a Be 64.28 
Elmwood Park, Ill............ 11,270 1,318 6,523 *5 205 20.20 
Forest Park Village, Ill........ 14,555 7,099 7,247 - 4s 97 .96 
a nie 5 Geae'6.6 4-000 '00 16,374 7,710 7,388 322 104.36 
Highland Park, Ill............ 12,203 9,917 12,713 *2,796 78.01 
La Grange Village, Ill......... 10 ,103 5,658 9,200 *3 547 61.44 
eer 25 ,329 8,392 16,287 *7 ,895 31.82 
baewrose Park, fll............. 10,741 3,930 3,993 . 6 98.42 
oe 10 ,417 4,074 9,971 *5 ,897 40 .86 
RT er eee 10 ,880 4,879 3,310 1,569 147.40 
Wilmette Village, Ill........... 15,233 5 ,644 17 ,524 *11,860 32.18 
MII, Tons cic ccces ccc 12,166 5,556 13,114 *7 558 42.37 
ee $95 ,716 $142 , 668 - *$46 952 32.89 

* Loss. 


10,000 and 30,000; 31 towns with popula- 
tions between 2,500 and 10,000; and about 
125 towns and villages of less than 2,500 
population. In this study, the flow of retail 
trade is only traced for towns of over 2,500 
population. 

The figures in table 1 show that the actual 
retail sales in the city of Chicago in 1929 
were $2,127 millions while the estimated ex- 
penditures of people living in Chicago at 
retail stores were $1,890 millions. Chicago is 
thus seen to have gained $228 millions of 
retail trade from people living outside the 
city limits. The 8 towns of over 30,000 
population in the area had a net loss of retail 


town in this group to lose more than one-half 
of its estimated retail trade. On the other 
hand, Waukegan, which is on the edge of 
the area, 40 miles from Chicago, gained trade 
equal to 37 per cent of its computed retail 
expenditures. 

Table 3 gives the figures for sixteen towns 
of between 10,000 and 30,000 population. 
These towns had a net loss of $47 millions, 
or 33 per cent of their estimated retail sales. 
Only three of the towns had a net gain in 
trade and these were located some distance 
from Chicago’s Loop. Six of the towns in 
this group lost more than one-half of their 
estimated retail business. 











~ 





THE JOURNAL 


The data for the 31 towns of between 
2,500 and 10,000 population are shown in 
table 4. Only two of these towns show a net 
gain in trade. Eleven of these towns lost 
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of retail trade while the other cities in the 
area had a net loss of $149 millions. Chicago 
thus had a net gain of retail trade of $79 
millions from outside the metropolitan area 


one-half of their retail trade. The combined and from the villages and rural districts 
net loss was almost 45%. within the area. Considering what one hears 


TABLE 4.—CoMPUTED GAINS AND LOSSES IN RETAIL TRADE IN CITIES OF 2,500—10,000 PopULATION IN 
CuicaGO METROPOLITAN DistrIcT, 1929 








Per Cent 








City Population —_ Computed Difference of Actual 
ales Sales 
to Computed 
Arlington Heights, Ill........ 4,997 $2 ,409 $2 ,687 * $278 89.65 
Serer rr 4,991 914 2,346 *1 432 38.96 
a 8,798 4,953 5,124 *171 96.66 
SE coh olcccancdee eas 2,923 537 1,161 *624 46.25 
Downer’s Grove, Ill.......... 8,977 4,327 5,513 *1,186 78.49 
OS Sees peer 6,295 1,220 6,989 *5 ,769 17.46 
eee 7,680 3,273 6,415 *3,142 51.02 
i rere 3,590 981 1,550 *569 63.29 
SG Os 6s cad tneesiwenn 6,923 4,512 5,098 *586 88.50 
a ee 5,787 2,137 2,077 60 102.89 
Homewood, Ill.............. 3,227 1,009 2,055 *1 046 49.10 
pf | 2,501 229 2,796 *2 417 8.19 
Tue (eee Fare, Ul... .. +++ 2,939 64 2,778 “2,306 2.30 
ee a 6,554 5,038 5,706 *668 88.29 
SS ere 3,378 642 1,232 *590 52.11 
SE My Sidadsdawessacien 2,582 1,607 784 823 204 .97 
eS ree 6,197 2,767 3,805 *1,038 72.72 
= ee ree 4,787 1,238 1,922 *684 64.41 
i Le a rr 5 ,007 2,534 3,776 *1 242 67.11 
North Chicago, Ill........... 8,466 2,993 3,185 *192 93.97 
eee 3,033 273 683 *410 39.97 
| re 2,504 180 1,025 *845 17.56 
TRiver Forest, Ill............. 8,829 1,488 8,672 *7 ,184 17.16 
ee | ere 2,741 682 1,221 *539 55.86 
ae rr 6,770 2,421 7,860 *5 439 30.80 
EE cucnsentawasoawm 2,985 273 773 *500 35.32 
sin we naeeke’ wes 5,648 1,017 1,877 *860 54.18 
.  .. Seer 6,220 1,562 3,530 *1 968 44.25 
I Ts bibs devine see's 2,733 679 931 "252 72.93 
tWestern Springs, Ill.......... 3,894 713 3,264 *2,551 21.84 
Re 7,258 4,304 5,479 *1,175 78.55 
tot >iovkicnvikvhaatedeekdetineaeimuate $56 ,976 $102 ,314 *$45 438 44.57 





tT Median values were estimated. 
* Loss. 





The percentage of retail trade lost in- 
creases inversely with the size of town and 
directly with distances from larger towns. 
These findings agree with those of studies 
made in smaller and less densely populated 
districts. 


The city of Chicago gained $228 millions 


‘about purchases made in Chicago by people 
outside the Chicago metropolitan area and 
about sales made to such people by Chicago 
merchants, this figure appears to be low. 
However, it must be remembered that this 
is the net figure. Chicago appears to gain 
more than this in shopping lines and to lose 
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TABLE 5.—AcTUAL SALES AND COMPUTED EXPENDITURES IN VARIOUS TYPES OF RETAIL STORES IN CITIES 
OF OveR 30,000 (OUTSIDE oF CHICAGO) IN CHICAGO METROPOLITAN DistRICcT, 1929 




















Per Cent 

Group —_ —— Difference of Difference 

_— _ To Computed 
EEE Te TE $71,566,312 $66,505 ,552 $5 ,060 , 760 7.62 
Apparel and General Merchandise Group. 43,610,036 83 ,658 ,833 *40 ,048 ,797 *47 .87 
SE II og ccc ccccscovcccooss 51,551,662 48 444,844 3,106,818 6.22 
Furniture and Household Group........ 14,573 ,435 19,758,472 *5 ,185 ,037 *26.24 
Restaurants, Cafes, Eating Places...... 9 ,688 ,451 15 ,543 ,330 *5 854,879 *37 .66 
Lumber and Building Group........... 13,289 ,248 12,352,705 936,543 7.59 
EE, nck novscasbecasess 31,699 ,973 46,454,359 *14,754,386 *31.76 
ET Se ee eane ere $235,979,117 $292,718,095  *$56,738,978 19.36 

* Loss 


trade in certain other lines. The estimated 
expenditures in retail stores are based on 
the averages of retail stores in all cities in 
the country of over 30,000 population.® 
These averages are influenced by smaller 
cities and by cities which are agricultural 
trading centers and so may not be entirely 
typical of a large city. The people in large 
cities spend their money somewhat different- 
ly from those in smaller cities, for example, 
spending a smaller percentage of their in- 
comes on automobiles and a larger percent- 
age on meals in restaurants. 

The larger town draws trade from other 
towns particularly in shopping lines such as 
apparel, furniture, and jewelry. Furniture, 


*Census of Distribution, Vol. I ft. 1 pages 969. 


because of its bulkiness, seems to be bought 
closer home than clothing. The large town 
also appears to draw considerable outside 
trade to its restaurants presumably because 
of lunches sold to workers and to meals pur- 
chased by out-of-town visitors. The figures 
in table 6 show that the city of Chicago se- 
cured 37 per cent of its sales in apparel and 
general merchandise from people outside the 


‘city limits, only 4.4 per cent of its furniture 


sales came from these people, but 29 per cent 
of its restaurant business is indicated to have 
come from outsiders. On the other hand the 
figures indicate a loss of 18 per cent of its 
automotive purchases and 17 per cent of its 
purchases of building materials to dealers 
outside the city limits. Undoubtedly citizens 


TABLE 6.—AcCTUAL SALES COMPARED WITH COMPUTED RETAIL EXPENDITURES IN VARIOUS TYPES OF 
RETAIL STORES IN CHICAGO, 1929 

















Per cent 

Actual Computed : of Difference 

Group Sales Sales Difference to Computed 

Sales 
ni tieincerareanennes $447 , 542 ,333 $431,587, 144 $15,955,189 3.68 
Apparel and General Merchandise 
SPT r eT eee ee eee 741,554,332 542 ,903 ,195 198 ,651,137 36.59 
Automobile Group................ 256 ,944 ,876 314,382,361 *57 ,437 ,485 *18.34 
Furniture and Household Group... . 133 ,886, 146 128,222,413 5 ,663 ,733 4.42 
Restaurants, Cafes, Eating Places... 130 ,458 ,377 100 , 868 , 298 29 ,590 ,079 29.35 
Lumber and Building Group........ 66,528,319 80 , 162,753 *13 634,434 "47 .62 
Other Retail Stores............... 350 ,605 ,616 301 ,465 , 139 49,140,477 16.28 
SN aia tnktee cmtekaen see $2,127,519,999 $1,899,591,303 $227,928,696 12.00 
* Loss. 


Source—U. S. Census of Distribution, Vol. I, Part 2, Pages 628, 630. 
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of Chicago buy a part of their gasoline and 
automobile supplies while driving outside the 
city. It may well be, however, that some of 
this loss is apparent rather than real and 
comes from the method of computing the 
figures as explained above. Automobiles are 
relatively less important in large cities than 
in smaller cities and rural areas. Chicago 
may have done relatively little building in 
1929. It is known that in many metropolitan 
areas considerably more building was done 
in the suburbs than in the cities proper. Ow- 
ing to their bulkiness building materials tend 
to be purchased near the place where they 
are used. It is also possible that much build- 
ing in Chicago was done by contractors who 
purchased at wholesale so that the sale of 
building material did not show up as retail 
sales. 

The business done by the retailers in the 
eight cities of over 30,000 population is sum- 
marized by lines in table 5. These cities had 
a combined net loss of $40 millions or 48 
per cent in apparel and general merchandise ; 
a loss of nearly $6 million in restaurant busi- 
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ness, and over $5 million in furniture and 
house furnishings. As a whole these towns 
gained trade in foods, automotive goods, and 
building materials. 


CONCLUSIONS 


The flow of trade within the Chicago 
metropolitan area seems to follow the gen- 
eral pattern found to exist in smaller trading 
areas. Larger towns attract more trade than 
smaller towns. Towns at a greater distance 
from the large town lose less trade than 
towns closer to the large town. The large 
town attracts trade from the outside princi- 
pally in shopping goods, especially apparel; 
and in meals served in restaurants. People 
buy furniture closer home than they do 
clothing. The retail sale of building materials 
and automotive goods are of less importance 
in large cities than in small cities. 

The regularity with which these findings 
appear in different studies indicates that eco- 
nomic data often has a fairly high degree of 
mathematical accuracy and that retail trade 
follows rather definite laws. 
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Epttor’s Nore: The Journat will carry this De- 
partment in three sections: Research in Govern- 
ment Bureaus; Research in Universities; Research 
in Private Organizations. Dr. Edward L. Lloyd 
of the Bureau of Foreign and Domestic Commerce 
will report on government research, Professor 
Malcolm Taylor of the University of North Caro- 
lina will cover the Universities, and Mr. Ferdinand 
C. Wheeler, 100 Hudson St., New York City, 
Chairman of the Committee on Research, will com- 
pile the material for the private organizations. Any 
one who knows of worth-while research that is 
under way is urged to call it to the attention of one 
of these three men. 


A. RESEARCH IN GOVERNMENT BUREAUS 
Edward L. Lloyd 
Federal Trade Commission 


A summary of the Agricultural Income In- 
quiry made by the Federal Trade Commission 
will be published as a Senate document, accord- 
ing to the Senate Committee on Forestry and 
Agriculture. This report covers some 2,000 
typed pages and it is unfortunate that it will not 
be published in its entirety, since the statistical 
tables for the agricultural products studies are 
not included in the summary. These tables 
would be of extreme value to those interested 
in marketing research. The products studied 
in this report include those six commodities 
each of which had incomes of over $200,000,000 
in 1935; namely, tobacco, cotton, wheat, milk, 
cattle and calves, and hogs. 


Bureau of Agricultural Economics 


New England Milk Marketing Study. The 
agricultural experiment stations in the six New 
England States are cooperating with the 
Bureau of Agricultural Economics and with 
the Agricultural Adjustment Administration in 
a coordinated series of studies dealing with 
problems of milk marketing. To date these 
studies have been concerned mainly with three 
things: (1) a detailed tabulation and summary 
made of all municipal regulations concerning 
milk inspection and marketing; (2) basic data 


which have been gathered to describe the milk 
sheds in New England, their interrelationship 
and their relationship to the Boston market, and 
(3) data which have also been collected on 
transportation costs. In regard to item (2), 
New Hampshire has recently published a bulle- 
tin entitled, “The Milksheds of New Hamp- 
shire,” by Alan MacLeod. In line with the 
study of transportation costs, Connecticut has 
published a mimeographed report entitled, “An 
Economic Analysis of the Charges for Trans- 
porting Milk to Connecticut Markets,” by D. O. 
Hammerberg and W. G. Sullivan. 

City Marketing Facilities for Perishable Ag- 
ricultural Products. The Bureau of Agricul- 
tural Economics, in codperation with the State 
College of New Jersey and Pennsylvania, re- 
cently published a mimeographed report, “The 
Philadelphia Wholesale Fruit and Vegetable 
Market.” This report gives the results of a 
study made in an attempt to work out possible 
improvements in the market, including possible 
improvements in both physical facilities and 
in marketing methods, it also points out definite 
inefficiencies found and suggests possible 
methods of improvement. 

Mr. W. C. Crow of the Division of Market- 
ing Research is continuing studies along this 
line which embrace about 40 of the principal 
cities of the United States. 

Laws Relating to the Interstate Movement 
of Agricultural Products. The Bureau of Agri- 
cultural Economics has started a general sur- 
vey of laws and regulations which affect the 
free movement of agricultural products from 
one state to another. The first purpose is to 
summarize and classify the types of legislation 
which exist. An analysis of the economic 
effects of some of the principal types of legisla- 
tion will follow. 

The Relation of Meat Grades to Palatability. 
For several years the Bureaus of Agricultural 
Economics, Animal Industry, and Home Eco- 
nomics have been codperating on a study of the 
palatability of meats and the relation of palata- 
bility to the grades of livestock and to the 
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grades of carcasses. A tri-Bureau committee 
was appointed in 1936 to review these studies 
and to summarize the findings to date. This 
illustrates a general type of research which is 
constantly being carried on in the Bureau and 
which is of interest to readers of the JouRNAL. 


Bureau of the Census 


The 1935 Census of Business, which has been 
referred to in previous issues of THE JOURNAL, 
has been completed and all final reports are now 
available, free of charge, from the Census 
Bureau, Washington, D.C. 

Those business activities which were cov- 
ered in all three censuses (1929, 1933, and 
1935) include retail trade, wholesale trade, and 
hotels. Four types of business were canvassed 
for the second time in 1935, the construction 
industry and the distribtuion of manufacturers’ 
sales having been included in the 1929 but not 
in the 1933 census, while service establish- 
ments and places of amusements were first 
canvassed in 1933. Businesses which were can- 
vassed in 1935 for the first time included bank- 
ing and finance, insurance, bus transportation, 
motor trucking for hire, radio broadcasting, 
public warehousing, and advertising agencies. 
In addition, the Bureau of Mines, in codpera- 
tion with the Bureau of the Census, collected 
data for mining and quarrying activities as a 
part of the 1935 Census of Business. A small 
booklet entitled, “Business Census Publica- 
tions,” which lists and briefly describes the re- 
ports for the three business censuses, will be 
sent to interested persons upon request. 

Among the special reports issued, and one 
of particular interest, is the Retail Trade Sur- 
vey which was made for the purpose of testing 
the feasibility and the accuracy of sample cen- 
suses. The report analyzes the 1934 and 1935 
sales of 1,099,663 identical stores, representing 
sixty-two per cent of the total number of stores 
reporting in the 1935 Census of Business and 
eighty-two per cent of the sales volume. An- 
other report, which will undoubtedly be widely 
used, gives data on Personnel and Pay Roll. 
The number of proprietors, employees, and 
amounts of payrolls are shown for retail trade, 
wholesale trade, service establishments, manu- 
factures, agriculture (farm operators and hired 
help only), mines and quarries, insurance and 
finance, hotels, construction, and miscellaneous 
businesses such as clubs and trade associations. 
Data broken down by counties are also given. 

Any comment JOURNAL readers may care to 
make as to the value of these reports or the 





methods of presentation will be appreciated. 

Census of Agriculture. The Division of Ag- 
riculture has now available for free distribution 
three series of summaries of the recent Farm 
Census. The first covers major crops and 
classes of livestock for the United States as a 
whole; the second furnishes reports for each 
state, covering the major agricultural items; 
the third, a series of 3000 county releases, per- 
tains to the agriculture of each individual 
county. 

Besides furnishing basic marketing data, 
these releases contain the foundation for 
studies of many major social and economic 
problems of the day, such as farm tenancy, 
movement of farm population, part-time farm- 
ing, mechanization of farms, soil improvement, 
soil-improving crops, changes in American diet 
—illustrated by the increase in vegetables and 
fruits—crop failure and crop insurance, and 
other subjects too numerous to mention. 

Division of Special Tabulations. The princi- 
pal work of the Division of Special Tabulations 
consists of the'collection of data and the publi- 
cation of statistics in 49 monthly, 7 quarterly, 
and 2 annual reports relating to production and 
stocks of various commodities. Among some of 
the reports of particular public interest may be 
mentioned Wool Machinery Activity, and Wool 
Stocks; Boots, Shoes, and Slippers; Hosiery; 
Cotton and Leather Garments; Automobile 
Factory Sales and Automobile Financing; 
Wheat Ground and Wheat Milling Products; 
Paint, Varnish, and Lacquer Products; Struc- 
tural Clay Products; Commercial Steel Cast- 
ings; Railroad Locomotives; and Red Cedar 
Shingles. Many of these reports cover prac- 
tically the entire industry. A very important 
survey, “Farm Equipment and Related Prod- 
ucts” is made annually and the preliminary re- 
port for 1936 was released on May 5, 1937. 

A list and brief description of current indus- 
trial reports may be obtained from the Bureau 
of the Census, Washington, D.C. 

The Bureau has recently published “Finan- 
cial Statistics of Cities Having a Population 
of over 100,000: 1935.” A press release for each 
of the 94 cities was issued during 1936 and 
early 1937 as the statistics were compiled, fol- 
lowed by a cumulated total of all cities. A sum- 
mary report for 1935 of the statistics for all 
cities was released by the Bureau May 1. This 
will be followed by the final report, giving the 
detailed figures on receipts, expenditures, gross 
and net debt, assessed valuation, and tax levies 
for all cities. 
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Bureau of Foreign and Domestic Commerce 


The Bureau’s Survey of Current Business 
for May and June carried special articles which 
should be of interest to readers of the JouRNAL. 
The May article presented the Bureau’s new 
index of grocery chain store sales, which is 
discussed in considerable detail, showing the 
composition of the sample, the per cent cover- 
age in relation to total chain store sales, the 
adjustments for various seasonal factors, varia- 
tion in daily sales, the relative amount of busi- 
ness contracted on the different days of the 
week, etc., and charts showing the movement 
of sales and of retail food prices. The monthly 
index is being carried forward as a regular 
feature in the Survey. The article in the June 
issue presented the Bureau’s annual estimates 
of national income, which are broken down by 
types of payments and by industries. Both of 
these articles have been reprinted and are avail- 
able upon request to the Bureau of Foreign and 
Domestic Commerce. 

The World Economic Review, published an- 
nually in one volume by the Bureau in 1934 
and 1935, will, for the 1936 issue, be released 
in two parts. The first part which was released 
in June, contains a statistical analysis and dis- 
cussion of the economic developments and 
trends in the United States during 1936. 

Three interesting appendices are attached; 
Appendix “A” presents a chronology of impor- 
tant economic events in 1936, Appendix “B” 
digests legislature enacted by the second session 
of the 74th Congress and presents in summary 
form the most important laws of an economic 
character, Appendix “C” presents in tabular 
form comparative data for 1929-1936 inclusive, 
covering the more significant indicators of eco- 
nomic change. The second part of the Review, 
which will deal with the economic developments 
and trends abroad, will be published later. 

The Finance Division of the Bureau will 
have available for distribution during the early 
summer two publications of wide interest, the 
annual study of the Balance of International 
Payments and a study of Foreign Investments 
in the United States. The former study, which 
will cover 1936 data, is the fifteenth consecu- 
tive report on the balance of international pay- 
ments of the United States to be published by 
the Department of Commerce, and represents 
primarily a compilation of our international 
transactions from the standpoint of commerce, 
banking, and foreign exchange. The latter pub- 
lication will present a detailed analysis of 
foreign investments in the United States by 


types (stocks, bonds, etc.) and will also show 
the nations and the industries represented. Cer- 
tain historical background taken from early 
estimates and other sources and brought up to 
date will be presented, as well as a qualitative 
analysis of the various types of investments. 

The Bureau of Foreign and Domestic Com- 
merce has for some time been devoting consid- 
erable attention to construction economics, and 
is at the present time preparing annual esti- 
mates of the dollar valuation of construction in 
the United States. 

Several articles by Bureau officials which 
deal with construction, have recently appeared. 
One, “The British Housing Problem” by Dr. 
N. H. Engle, Assistant Director of the Bureau, 
and two by Lowell J. Chawner, Chief of the 
Construction Economics Section, “Basic Fac- 
tors in the Trend of Construction” and “Eco- 
nomic Factors Related to Residential Build- 
ing.” Reprints are available upon request. 

The annual study of the Foodstuffs Division 
on confectionary production and distribution, 
was issued in May. This study which covers 
1936 data has several new features; among 
which are data showing the percentage of sales 
made monthly for each year beginning with 
1928 and carried through 1936 for an identical 
group of manufacturers, and an analysis by 
types of manufacturing establishments. 

The Chemical Division’s annual review of 
world chemical developments was _ released 
early in June. This volume contains data for 
all countries of any importance in the chemical 
field, either as producers or consumers and deals 
with such topics as production, employment, 
prices, new products, significant developments, 
governmental aids, trade restrictions, etc. 

The Bureau’s annual Retail Credit Survey 
for 1936 was also published in June. The pres- 
ent study is based upon detailed schedules re- 
ceived for 1969 credit granting retail stores 
covering 14 kinds of trade in 88 cities through- 
out the United States. Comparisons for 1935 
and 1936 are shown for open and installment 
transactions in sales, bad debt losses and col- 
lections. Considerable attention is devoted to 
the trend of installment sales and practices pre- 
vailing in this type of credit granting. Many 
statistical tables and several charts are included 
in the publication which may be secured from 
the Superintendent of Documents, Washing- 
ton, D.C., or from the various District Offices 
of the Bureau of Foreign and Domestic Com- 
merce, located in the principal cities throughout 
the United States. 
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Another Bureau publication, “Sources of 
Current Trade Statistics,” will be available 
shortly. This report is a valuable reference 
guide of available current statistics, place of 
publication and the frequency of issue. 

Due to the considerable amount of attention 
being devoted to consumer co6dperatives, the 
Marketing Research Division has recently is- 
sued a bibliography of publications that are 
representative of the best material available on 
this subject. All JouRNAL readers interested in 
obtaining a copy of this bibliography may se- 
cure it by writing the Marketing Research Di- 
vision, Bureau of Foreign and Domestic Com- 
merce, Washington, D.C. 


Bureau of Home Economics 


Preliminary reports from the “Study of Con- 
sumer Purchases” are ready for release (see 
October 1936, and January and April 1937 is- 
sues of THE JOURNAL for detailed descriptions 
of this comprehensive study). The data already 
tabulated include the distribution of families by 
income, family type, and occupational groups; 
the amount and major sources of income ac- 
cording to family type and occupation; the type 
of living quarters occupied and their rental 
value; and the average expenditure per family 
for all the major groups of family expendi- 
ture. 

The Bureau has collected approximately 
80,000 family schedules from city, village, and 
farm families in 21 different states. The data 
have been grouped according to geographical 
areas. 

A study of diets of families of employed city 
workers based on almost 2,800 weekly records 
of food consumption kept by families in 26 
North Atlantic, Southern, and Pacific Coast 
cities, has recently been completed by the Bu- 
reau. The records, obtained between December 
1934 and March 1936 showed for each family 
how much and what kind of food was bought 
in each season of the year and the cost of each 
item. An analysis was also made to determine 
the nutritive value of diets at different levels 
in each of the three regions included in the 
study. 

It is expected that this study, indicating the 
quantities and kinds of food which families of 
city wage earners on various economic levels 
are likely to buy, will be of value to food pro- 
ducers and distributors, as well as to govern- 
mental and private agencies concerned with 
the problem of the nutrition of America’s work- 
ing population. 
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Bureau of Labor Statistics 


The Retail Price Division has in process a 
project whereby it is expected eventually to 
make available indexes of “market” rather 
than “prevailing” rental charges, taking a cross 
section of dwellings in each market and each 
price class. Rent maps for the 32 cities for 
which cost of living is regularly surveyed are 
either in process or completed. Use of these 
maps is expected to facilitate judicious selection 
of rental units to be included in the sample. 
In addition, the new field rent schedules allow 
for more detailed information on each rental 
unit than has been obtained heretofore. At the 
end of April the Chicago rent sample had been 
modified and plans were in process for similar 
changes in other cities. 

Information covering money expenditures of 
1575 Negro families of wage earners and lower- 
salaried clerical workers was tabulated in con- 
nection with the Bureau of Labor Statistics’ 
general study on this subject, and a breakdown 
for three cities, Richmond, Birmingham, and 
New Orleans, is now available. 

The results of this survey are available in 
a pamphlet reprinted from the April 1937 issue 
of the Monthly Labor Review. 


B. RESEARCH IN UNIVERSITIES 
Malcolm D. Taylor 

University of Arizona 

Professor Edwin G. Wood recently com- 
pleted a “Survey of Salad Using Habits of 
Tucson Consumers with Special Reference to 
Avocados.” The purpose of the study was to 
give students practice in field research methods. 
Interviews were made with three hundred 
twelve housewives, thirty-five executives in re- 
tail stores that sold fruits and vegetables, and 
managers of ten hotels. The study will serve as 
a basis for a complete theoretical advertising 
campaign. A summary of the results and con- 
clusions will be available in mimeographed 
form. 


University of Arkansas 


Professor Pearce C. Kelley’s study of “Re- 
cent Price Regulating Legislation,” mentioned 
in the last issue of THE JOURNAL has been com- 
pleted and is published in this issue. “The 
Robinson-Patman Act and Unfair Competition” 
is the title of an article, written by Professor 
Kelley, which appeared in the June issue of 
the Southwestern Social Science Quarterly. It is 
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assumed that reprints of this article will be 
available. 


Boston University 


“New England Community Statistical Ab- 
stracts” is the title of a study recently com- 
pleted by Professor Ralph G. Wells, Director 
of the Bureau of Business Research, and Mr. 
John S. Perkins, the Bureau’s Statistician, in 
cooperation with Chamber of Commerce execu- 
tives in each of 110 New England cities and 
towns which were surveyed. The study was 
made for the Industrial Development Commit- 
tee of the New England Council. Detailed sta- 
tistics are presented to show the situation of 
each city in its relation to location, convenient 
markets, natural resources and raw materials, 
type and source of water supply, area, popula- 
tion characteristics, municipal finances, home 
ownership, transportation facilities, present in- 
dustries, financial facilities, and residential, 
educational and shopping advantages. The re- 
port presents, in compact form, the type of 
information which individual executives need 
when they are seeking new factory sites. 
Printed copies of the report can be obtained 
from the Bureau of Business Research. 

Professors William G. Sutcliffe and Richard 
P. Doherty, of the Bureau’s staff, have com- 
pleted their study of “Radio Listening Habits 
of Higher Income Groups.” It was published by 
the Columbia Broadcasting System under the 
title “The Very Rich.” The study was based on 
a questionnaire survey of 300 families in the 
Boston Metropolitan area, whose names were 
listed in the “social register.” Among other 
things, it gives information on the types of 
programs preferred, the number and location 
of radios in the homes surveyed, and the hours 
in the day when the radio was used most. 

A “Survey of Sales Training Practices in 
the Domestic Gas Appliance Field” will be 
made during the summer and fall by the 
Bureau. It will include a field study among sales 
managers and salesmen of New England gas 
companies, the purpose of which is to deter- 
mine the most effective salesmanship procedures 
and sales management practices now in use in 
the industry. The data thus gathered will be 
analyzed and collected in the form of text ma- 
terial for gas appliance salesmen. 


University of California 


Professor William F. Brown, of the Los 
Angeles branch of the University, has in proc- 
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ess a study of “Retail Research Methods,” 
which will probably be completed by June 1938. 
It will include a classification of methods em- 
ployed by retail institutions in analyzing their 
markets quantitatively and qualitatively. The 
study probably will be available in printed form. 

The Heller Committee for Research in So- 
cial Economics, located at Berkeley, recently 
issued two mimeographed reports in its series 
of budget studies. The title of the first is: 
“Quantity and Cost Budgets for (1) Family of 
an Executive, (2) Family of a Clerk, (3) 
Family of a Wage Earner, and (4) Dependent 
Families of Children.” It is based on prices in 
representative retail stores in San Francisco 
in October 1936, and includes, for comparative 
purposes, summaries for the years 1929-1935. 
The Heller Committee budgets, compiled an- 
nually since 1923, serve the double purpose of 
estimating the cost of a “health and decency” 
standard of living at various income levels and 
of maintaining a retail price index, which 
measures changes in the cost of living from 
year to year. 

The second study, “Clothing Budgets for 
(1) Family of an Executive, (2) Family of a 
Clerk, (3) Family of a Wage Earner, and (4) 
Dependent Families of Children” is a 27-page 
supplement to the study mentioned above. Both 
many be purchased from the Heller Committee. 
(The address is: University of California, 
Berkeley, California.) 

“Living on a Moderate Income” is the title 
of a report, published in June, which sum- 
marizes the incomes, expenditures, spending 
habits, and standards of living of two groups in 
the San Francisco Bay Region in 1933: (1) 
one hundred two street-car men’s families, and 
(2) ninety-eight clerks’ families. It is a part of 
the Heller Committee’s series of studies of 
spending habits in socio-economic groups. Data 
were obtained through personal interviews with 
the families. The study, supervised by Emily 
H. Huntington and Mary Gorringe Luck, was 
issued under the joint auspices of the Heller 
Committee and the American Council of the 
Institute of Pacific Relations. It contains an 
introduction by Bruno Lasker. It may be ob- 
tained from the University of California Press, 
Berkeley, California. 


University of Chattanooga 

Professor Clyde William Phelps has in proc- 
ess three studies dealing with credits and col- 
lections. They were started last fall and will 
be completed this summer. Most of the data 
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were secured through the use of questionnaires 
and from correspondence with leading credit 
managers. These studies will be published in 
the form of three printed booklets by the 
Household Finance Corporation (Palmolive 
Building, Chicago) as a part of its credit li- 
brary for retailers. The purpose of the first, 
“Age Analysis of Charge Accounts,” is to ex- 
plain and classify the different systems of age 
analysis used in retail stores, and to analyze 
the various uses to which a retailer may put 
age analysis in his collection of accounts and 
control of credit. 

The second study, “Controlled Installment 
Credit,” was undertaken because recent develop- 
ments in installment selling, especially the 
spread of this system to perishable goods, made 
a reconsideration of the fundamental principles 
of sound installment credit desirable. In the 
third report, “Examples of Controlled Credit 
Policies,” will be presented actual examples of 
stores following the type of controlled credit 
policy advocated in Professor Phelps’ previous 
booklets: “The Ten Hidden Losses in Slow 
Charge Accounts,” “A Controlled Credit 
Policy,” and “More Profits from Charge Busi- 
ness.” Its purpose is to educate the average re- 
tailer to the practicability of controlling credit 
by a policy which includes the principle of sus- 
pending credit privileges when an account be- 
comes delinquent. 


University of Chicago 


“Studies in the Wholesale Marketing of 
Fresh Fruits and Vegetables” is the tentative 
title of a research project in process under 
the direction of Professors Edward A. Duddy 
and David A. Revzan. It is a continuation of 
the study released in January 1937 under the 
title “The Physical Distribution of Fresh Fruits 
and Vegetables,” which appeared in Studies in 
Business Administration. 

Mr. Charles T. Battin’s doctoral dissertation 
on the “Organization and Competitive Status 
of the Chicago Potato Market” is nearing com- 
pletion. Parts of this study have already ap- 
peared in the form of articles in the Journal of 
Business (Volume VIII, Number 1, January 
1935, and Volume VIII, Number 2, April 1935). 

Myrtle L. Hatfield, a graduate student, re- 
cently completed “An Analysis of Some 
Grocery-Store Practices from the Viewpoint of 
the Woman Buyer.” An article based on this 
study will appear in the Journal of Business for 
July 1937. 
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University of Colorado 


A “Banking Research Survey” was com- 
pleted in June and printed copies of the study 
may be obtained from the Bureau of Business 
Research. It was made for the Colorado Bank- 
ers’ Association under the direction of Pro- 
fessor Joseph M. Whalley. Data were secured 
from returns to mailed questionnaires. The 
study has special reference to bank failures and 
competition, and it includes an analysis of in- 
come and expenses. The period covered is 1931 
to 1936, inclusive. 


Creighton University 

“The Importance of the Local Hardware 
Wholesaler to the Local Hardware Dealer” is 
the title of a study made under the direction of 
Professor C. J. Courtney. Data were secured 
in personal interviews. Professor Courtney also 
directed “A Study of Brokers, Commission 
Merchants, Selling Agents, and Manufactur- 
ing Agents in Omaha, Nebraska.” Its purpose 
was to determine if the selling agents operating 
in Omaha are properly named according to the 
definitions prepared by the Committee on Defi- 
nitions of the National Association of Market- 
ing Teachers. (See “Definitions of Marketing 
Terms” in The National Marketing Review, 
Fall 1935 issue, pages 148 to 166.) It was found 
that brokers, selling agents, and manufacturer’s 
agents were performing functions not usually 
performed by middlemen bearing these titles. 
Both of the above studies were completed in 
April. 


Harvard University 

Two research studies were completed re- 
cently. The first, “Determination of Confusion 
in Trade-Mark Conflict Abuses,” made by Pro- 
fessor Neil H. Borden, was released in Decem- 
ber 1936. The second, “The Compensation of 
Executive Officers of Retail Companies, 1928- 
1935,” made by Professor John C. Baker, was 
published in May 1937. These appeared as re- 
ports number 16 and number 17, respectively, 
in the Business Research Studies. Report num- 
ber 18 in this series is now in process under 
the direction of Professor Clyde O. Ruggles 
and will be completed some time this summer. 
Its title is : “Some Aspects of the Organizations, 
Functions, and Financing of State Public Util- 
ity Commissions.” 


University of Illinois 


Mr. Bruce R. Morris, a graduate student, is 
making a study of “The Economics of the Spe- 
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cial Taxation of Chain Stores,” which will be 
completed in August. In it, are examined and 
evaluated the three principal motives for taxing 
chain stores, namely: (1) for purposes of regu- 
lation or discrimination, (2) for the purpose 
of raising revenue, and (3) for the purpose of 
equalizing the tax burdens on chains and inde- 
pendents. 

The study made by Professor R. W. Bartlett 
of “Milk Transportation in the St. Louis Milk- 
shed,” described in the October 1936 issue of 
THE JOURNAL, has been completed. It was re- 
leased in March 1937 as Bulletin 430 of the 
Agricultural Experiment Station. 

“A Study of Finance Company Policies and 
Operations,” by Arthur H. Winakor and 
Harvey W. Huegy, will be published in Septem- 
ber by the Bureau of Business Research. 

A doctoral dissertation in foreign trade, by 
Allen T. Bonnell, was completed recently. Its 
title is “German Control of International Eco- 
nomic Relations.” 


Iowa State College 


Several marketing research projects are in 
process under the direction of Professor Goef- 
frey Shepherd of the Department of Economics 
and Sociology. The first, “Factors Affecting 
the Quality and Marketing of Iowa Canta- 
loupes,” will be completed later in the year. Its 
purpose is to determine what steps are needed to 
improve marketing conditions. The data were 
secured in 150 personal interviews and from 
returns to mailed questionnaires. The second 
study, “Corn Loans Related to Crop Adjust- 
ments,” was started in 1935 and will be com- 
pleted in 1938. It will provide a statistical basis 
for policy-judgments. Data were obtained in 
500 personal interviews. The third project, 
“Factors Affecting the Grade of Iowa Hogs,” 
was begun in 1936 and will be finished in 1939. 
Its purpose is to suggest ways in which the 
grade of Iowa hogs may be improved. The 
fourth study, “Farmers’ Hog Marketing Prac- 
tices,” was started in 1936 and will be completed 
in 1938. It was undertaken to determine the 
weaknesses in the local livestock marketing sys- 
tem. It is based on a study of a twenty per cent 
sample of the A.A.A. individual farm contracts 
made in 1933. All four studies will be available 
for free distribution in printed form from Iowa 
State College when they have been completed. 

Professor Paul E. Quintus recently com- 
pleted a study of “Codperative Fluid Milk Pro- 
ducers’ Associations in Iowa.” It was begun in 
1935 and will be available in printed form later 


in the year. It was made in codperation with 
the Farm Credit Administration. Its purpose 
was to obtain information concerning the asso- 
ciations and special attention was given to the 
following: (1) corporate and codperative fea- 
tures, (2) financial histories, (3) functions per- 
formed, (4) producer and distributor price 
plans, and (5) surplus milk disposal. Data were 
obtained through personal interviews at each 
of the markets. The study is more descriptive 
than analytical. The early history of codpera- 
tive activities in Iowa is given in the introduc- 
tion and the different associations are described 
in detail in the body of the report. 

Professor A. D. Oderkirk is making a study 
of the “Methods and Costs of Assembling and 
Processing Iowa Poultry Products.” It will be 
completed in July 1938 and will be available in 
printed form at that time from the Agricultural 
Experiment Station. It will analyze marketing 
costs and the methods employed in marketing, 
in order to ascertain specific plans which can 
be used for more effective marketing. 


Louisiana State University 


Three studies are in process in the Bureau 
of Business Research. Dr. R. W. Bradbury is 
in charge of the first, “Distribution of Com- 
modities in Waterborne Commerce Through 
the Port of New Orleans.” It will be completed 
this summer and will be available free from the 
Bureau. It is a historical and statistical study 
of the composition of commodities passing 
through the port and it will show the impor- 
tance of New Orleans as regards both imports 
and exports. Data were obtained from letters 
received from about fifty representative offi- 
cials, and through personal interviews with port 
authorities and foreign trade agents in New 
Orleans. 

Mr. R. W. Childs is assisting in the Bureau’s 
second study, “History and Development of the 
Intra-Coastal Canal System in Louisiana and 
Texas.” It will be completed late in 1937 and 
will be available free from the Bureau at that 
time. It will include an analysis of the distribu- 
tion of commodities carried on the canal -and 
will show the importance of the canal to the 
state and its business. 

The third study, “Development of Manu fac- 
turing in the State of Louisiana,” is being made 
under the supervision of Professor S. W. Pres- 
ton, with the assistance of Mr. C. Boonstra. It 
will be finished in January 1938. Most of the 
data will be obtained from state and federal 

















THE JOURNAL OF MARKETING 75 


documents. The study can be used to advantage 
in general marketing courses. 


University of Maryland 

Three marketing research studies have re- 
cently been completed and issued in bulletin 
form. They are available free from the Mary- 
land Agricultural Experiment Station. The 
titles of these studies are: “An Economic Study 
of the Broiler Industry,” “Marketing Fruits 
and Vegetables by Motor Truck in Western 
Maryland,” and “The Consumption of Fluid 
Milk in Baltimore.” The first study, by Pro- 
fessor S. H. DeVault, was described in detail 
in the January 1937 issue of THE JOURNAL. The 
second study was supervised by Ralph Russell 
and Roy W. Lennartson. Among other things, 
it showed that marketing costs for the produce 
sold by 189 growers interviewed represented 
27.8 per cent of the gross value of the fruits 
and vegetables and averaged $7.69 per ton. 
Commission fees made up 16.1 per cent of the 
total marketing costs; transportation costs 
amounted to 27.2 per cent; container costs were 
38.1 per cent; other selling costs amounted to 
15.4 per cent; and storage was 3.2 per cent. 
Twenty types of buyers and selling agents were 
reported as handling the produce of the 189 
growers interviewed. Commission-brokers on 
the Marsh market in Baltimore handled 45.1 
per cent of the produce; straight commission 
merchants accounted for 20.9 per cent; and 
chain store buyers took 8.7 per cent. The third 
study, “The Consumption of Fluid Milk in Bal- 
timore,” was made by A. B. Hamilton, S. H. 
DeVault, and W. H. Harper in codperation 
with the Baltimore Dairy Council. It is based 
on replies to 2500 mailed questionnaires re- 
ceived from Baltimore families. Among other 
things, the report showed that the average per 
capita consumption of milk was .748 of a pint 
daily. Of the families reporting, 24.4 per cent 
said that they were using more milk than they 
were a year ago, and 19.5 per cent reported 
that they were using less. The principal reasons 
for using more milk were: better understanding 
of food value, more ways to use milk in cook- 
ing, larger family, more use of flavored drinks, 
doctor’s orders, and larger income. The reasons 
given for using less milk were as follows: 
smaller income, smaller family, economizing, 
milk is too fattening, and doctor’s orders. 

Four studies are in process under the general 
supervision of Professor S. H. DeVault. The 
first, “An Economic Study of the Baltimore 
Milk Market,” will be completed in February 


1938. The study was undertaken to secure ac- 
curate information on the following points: the 
amount of fluid milk and cream received in the 
Baltimore market from producers in Maryland 
and producers in other states; the total amount 
of milk and cream shipped from Maryiand to 
other markets outside the state; the basic allot- 
rients of producers who ship to the Baltimore 
market; the classes of milk shipped by each 
producer and the amount in each class; prices 
received for each class of milk; the butterfat 
test of the milk of each producer; the amount 
of butter, ice cream, cottage cheese, chocolate 
milk, and buttermilk manufactured in Balti- 
more; the milk equivalent for each use; the 
amount of milk received in Baltimore that is 
handled by the Association and the amount 
handled by dairies not dealing with the Asso- 
ciation; and the trends in the consumption of 
milk in Baltimore and the probable milk re- 
quirements for the future. 

The second project, “A Study and Analysis 
of Marsh Market, A Farmer’s Wholesale Mar- 
ket in Baltimore,” will be finished in November 
of this year. Its purpose is to obtain information 
on this market which will aid in the solution 
of the problems of inadequacy and inefficiency 
in the entire wholesale distributive process in 
Baltimore. 

The third study, “The Effect of Motor Truck 
Transportation of Produce upon the Marketing 
Facilities of Baltimore,’ was undertaken for 
the purpose of obtaining information on the 
following points: the origin of the fruits and 
vegetables received in the different markets, 
the channels used, the costs of distribution, 
marketing facilities, and congestion on the dif- 
ferent markets. Plans for reorganizing the mar- 
kets in such a way as to facilitate the movement 
of produce and reduce the cost of marketing 
will be suggested. This study will be completed 
in August 1937. 

The fourth study, “Some Basic Factors 
Pertinent to the Establishment, Organization 
and Operation of Production Point Codperative 
Egg Auctions in Maryland,” is based on 128 
personal interviews made by A. B. Raby. It will 
be finished in August of this year. The objec- 
tives of this study are as follows: (1) To deter- 
mine the production of eggs in each area, the 
consumption in each area, and the surplus or 
deficit in each area; (2) to secure data on the 
movement of eggs from surplus-producing 
areas to deficit areas within the state, to mar- 
kets outside the state, and the movement of eggs 
from without the state to consuming areas with- 
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in the state; and (3) to study the establishment, 
organization, and operation of production point 
egg auctions in New Jersey and Pennsylvania, 
and to study the favorable and unfavorable 
situations for the establishment of such auc- 
tions in Maryland. 

All four of the above studies will be avail- 
able in printed form when they are completed 
and can be obtained free from the Agricultural 
Experiment Station, College Park, Maryland. 


University of Michigan 


“An Introduction to Marketing Research” 
is the tentative title of a project in process by 
Professor D. M. Phelps, which will be com- 
pleted early in the summer. Its purpose is to 
indicate clearly both the objectives and scope 
of marketing research and to survey the 
methods used. It will be available in printed 
form from the Bureau of Business Research 
before the end of the year. 


University of Missouri 


“Economic Status of Farmers’ Codperatives 
in Missouri” is the title of a study in process 
under the direction of Professor Herman M. 
Haag of the Department of Agricultural Eco- 
nomics. It will be completed in September and 
will be available in printed form from the Agri- 
cultural Experiment Station at Columbia, Mis- 
souri. Its purpose is to obtain information con- 
cerning the present position of farmers’ codp- 
eratives and to discover the factors responsible 
for their success or their failure. Among other 
things, it will present data showing the costs of 
operating coOperative exchanges and elevators 
and it will show some of the reasons for their 
success or their failure. It is based on approxi- 
mately 400 interviews made throughout the 
state by Professor Haag and his assistants. 


College of the City of New York 


Professor Ernest S. Bradford, Director of 
the Business Research Bureau, has in process 
a study of the “Ratios of Retail Stores to Popu- 
lation in New York City.” It was commenced in 
1934 and probably will be completed some time 
in 1938. It will be available in mimeographed 
form. Its purpose is to ascertain the number of 
families required to support each of ten leading 
kinds of retail stores. The location of all retail 
stores in two boroughs of the city will be shown 
on maps. Some 30,000 city blocks will be in- 
cluded in the survey. Supplementary data will 
be secured in personal interviews with execu- 


tives in representative stores. This study can be 
used to advantage by those interested in the 
problem of scientific store location. 


University of Oregon 


Two marketing research projects are in proc- 
ess under the direction of Professor N. H. 
Comish. The first, ““Methods Used to Select, 
Train, and Promote Retail Employees in Ore- 
gon,” is based on personal interviews made by 
advanced research students with executives of 
199 selected chain and independent stores. Its 
purpose is to determine the advantages and dis- 
advantages of the methods used by different 
merchants with a view to suggesting improve- 
ments. The second study, “An Analysis of the 
Demand for Woolen Manufactured Goods in 
Eugene, Oregon,” was undertaken to ascertain 
the probable success a woolen suit factory 
would enjoy, if one were to locate in Eugene. 
Data were secured from returns to 750 ques- 
tionnaires. Fifteen hundred blank question- 
naires were left to be filled out by families and 
the 750 completed questionnaires were collected 
later. Summaries of both studies will appear in 
printed form. 


Pennsylvania State College 


“The Marketing of Milk,” is the title of a 
continuing project in process under the direc- 
tion of Professors F. F. Lininger and C. W. 
Pierce of the Department of Agricultural Eco- 
nomics, which was begun in 1925. Several dif- 
ferent sections of the study have been released 
in printed form. The principal objectives of the 
study are as follows: 


1. To compare the prices received by farmers 
selling milk in each of three milk sheds; to com- 
pare the prices received by farmers selling milk 
within a single milk shed, with particular reference 
to the differentials between milk delivered to the 
city plant and milk delivered to the receiving sta- 
tions in the country; and to compare prices re- 
ceived by the above groups with those received by 
producers selling milk primarily for the manufac- 
ture of butter and cheese. 

2. To study consumer demand for milk and 
how to measure it, the growth in demand for dif- 
ferent grades and different dairy products, the 
factors affecting demand (such as price, industrial 
conditions, temperature, quality, prices of other 
products, and advertising). 

3. To study the geographic distribution of milk 
production in the state and the uses to which milk 
is put. Also to study the movements of milk within 
the state and inter-state. In other words, to get a 
complete picture of the use of milk in Penn- 
sylvania. 
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A preliminary report on the study made by 
Professors F, F. Lininger and R. B. Donaldson, 
in codperation with the New Jersey College of 
Agriculture and the United States Bureau of 
Agricultural Economics, on “The Philadelphia 
Fruit and Vegetable Market,” has been released 
in mimeographed form and free copies are 
available from the School of Agriculture. The 
final report will be issued soon in printed form 
as a bulletin. The purpose of the study was to 
determine the facts relating to traffic conditions, 
selling hours, methods of sale, distance and 
character of incoming truck movements, chan- 
nels of distribution in Philadelphia and sur- 
rounding area, and other phases of marketing 
fruits and vegetables. Data were obtained by 
personal interviews and visits to representative 
companies. 


University of Toledo 

A study of “Restaurant Food and Service 
from the Customer’s Viewpoint,” by Professor 
Harold A. Frey, was completed in June. Printed 
copies are available from the Department of 
Marketing. The purpose of the study was to 
assist restaurant managers, particularly those 
in Ohio, to improve their food and service and 
to provide them with accurate information that 
they can use in operating their businesses more 
efficiently, Data were secured in approximately 
700 personal interviews made by advanced stu- 
dents in marketing. 


University of Wisconsin 

Nine marketing research studies are in 
process in the Department of Agricultural Eco- 
nomics. Government agencies, such as the 
jureau of Agricultural Economics and the 
Farm Credit Administration, are codperating in 
some of these projects. Their general purpose 
is to obtain information which will be of value 
to the agricultural interests of the state of 
Wisconsin. The dates at which these studies 
will be completed are not known at present. The 
titles of these projects and the names of the 
men in charge of each are as follows: 


1. “The Effectiveness of Sales Promotion Upon 
the Consumption of Cheese,” by Asher Hobson 
and Marvin A. Schaars. 

2. “The Effects of Large Scale Processing and 
Distribution on Marketing of Dairy Products in 
Wisconsin and the Great Lakes Region,” by R. K. 
Froker, A. Colebank, and A. C. Hoffman. The 
Bureau of Agricultural Economics is codperating 
in this study. 


3. “Organization and Operation of Farm Sup- 
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ply Buying Associations in Wisconsin,” by J. 
Knapp and R. K. Froker. The Farm Credit Ad- 
ministration is coOperating in this study. 


4. “Wisconsin Agriculture and the Foreign 
Market,” by Asher Hobson. 


5. “Codperative Livestock Trucking Associa- 
tions,” by Marvin A. Schaars. 

6. “The Organization and Operation of Cold 
Storage Locker Plants,” by Marvin A. Schaars. 

7. “Public Control of the Distribution of Milk,” 
by W. P. Mortenson. 

8. “The Marketing of Wisconsin Tobacco,” by 
H. H. Bakken and Henry Larzelere. 

9. “An Economic Study of the Evaporated and 
Condensed Milk Industry in Wisconsin,” by H. H. 
Bakken. 


C. RESEARCH IN PRIVATE ORGANIZATIONS 
Ferdinand C. Wheeler 
The Progressive Grocer 


A booklet issued in January 1937 entitled 
“Facts in Food and Grocery Distribution” con- 
tains considerable data on many phases of this 
important marketing subject. Some of the data 
have been drawn from the Census of Business, 
but the greater part represents a special survey 
of the grocery business conducted during 1936 
by the Progressive Grocer itself. Research 
agencies concerned with the problems of food 
distribution will find this booklet of consider- 
able value. 


Chamber of Commerce of the U.S. 


In April the Chamber issued a booklet en- 
titled “The Use of Trade Association Statistics 
in Manufacturing” emphasizing the uses of 
such statistics by individual concerns in dealing 
with the internal problems of business manage- 
ment. It contains interesting discussions on 
production and sales statistics, cost statistics, 
and price statistics and contains a brief bibli- 
ography of the works referred to in its prepara- 
tion, 


E. I. Du Pont De Nemours & Company 


Embodied in booklets, this organization is 
presenting two consumer surveys on the sub- 
ject of impulse buying as compared with 
planned purchasing. One of these studies is 
directed particularly at purchases made in de- 
partment stores and the other to purchases 
made in grocery and other food stores. 

The general tenor of the two studies is to 
show the importance of “impulse buying” and 
to promote the ‘betterment of displays in both 
types of stores. Naturally, these two studies are 
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designed to further the use of the company’s 
product but they are, nevertheless, interesting 
as direct reflections of consumer response to 
display as a sales stimulant. 


Machinery & Allied Products Institute 


This Institute has recently issued in booklet 
form a brief discussion of the relation of ma- 
chinery to consumer purchasing power—par- 
ticularly as that relationship is reflected in 
wages of factory workers and prices of manu- 
factured goods. It bears the title “Technology 
and the American Consumer.” Comparisons 
are made of price and quality of a number of 
widely used items found commonly in the fam- 
ily budget, correlated with the purchasing pow- 
er of wages in 1914 and today. The purpose of 
the booklet is to show statistically the improve- 
ment in real wages in the intervening years. 
“Technology and the American Consumer” 
was preceded by several other booklets of simi- 
lar tenor published during 1936. Anyone in- 
terested in such studies should avail himself of 
the entire series. 


The McCall Company 


An unusually attractive and comprehensive 
study of magazine circulation has recently been 
distributed by this company. While there is con- 
siderable in this extensive work which has to do 
particularly with the McCall’s own publication, 
it contains a great amount of general informa- 
tion on the growth of magazines, the operation 
of newsstand distribution, the publisher’s con- 
trol of distribution, channels through which 
subscriptions are received and various other 
cognate matters. This elaborately bound presen- 
tation should be highly useful to any advertising 
or research agency interested in the study of 
magazine circulation. 


The Houser Associates 


The Houser Associates have been making 
some very constructive studies of consumer 
and employee attitudes for department stores. 
The approach is based on the assumption that 
these attitudes are direct reflections and effects 
of organization activities and its spirit; and 
that if they are periodically measured they can 
be presented constructively as responsibilities 
—to be imposed upon the executives of the or- 
ganization. These studies are not usually pub- 
lished but they indicate clearly the value of 
attitude studies in the more resultful manage- 
ment of large department stores. 


McFadden Publications, Inc. 


This organization has just issued No. 7 of 
a series of Marketing Memos entitled “Distri- 
bution of Families by Income Groups.” Last 
year the McFadden Publications, Inc. prepared 
an estimate based upon available data as to 
conditions prevailing at the end of 1935. This 
present study and report is a revision of those 
estimates, taking into consideration the employ- 
ment increases, wage increases and dividend 
increases which have occured rather generally 
during 1936. 

A more interesting and useful contribution 
by the McFadden organization is their “New 
Index Market Expansion.” This booklet is a 
reprint of an article in the March issue of 
P.I.M. by Everett R. Smith, with some addi- 
tional notes. The text discusses a formula by 
which to measure the margin of discretionary 
buying power, and some additional notes illus- 
trate how the index can be used. 


Ross Federal Research Corporation 


A study has recently been completed by this 
organization on the relative importance of pub- 
lication data from the standpoint of the space 
buyer. It is embodied in a booklet entitled “As 
the Space Buyer Sees It.” The study was 
prompted by a belief that publications in many 
instances do not supply prospective advertisers 
with proper or sufficient facts upon which to 
make intelligent decisions. The pamphlet con- 
tains an interesting table of the “Relative Im- 
portance of Ten Types of Publication Data” 
showing, in the order of importance, the circu- 
lation factors upon which the space buyers in 
107 advertising agencies customarily rely. This 
report should be helpful to all buyers of adver- 
tising and to research organizations engaged in 
circulation studies. 


National Association of Food Chains 


As an example of codperative research proj- 
ects, this organization has released, as of April, 
1937, a study made in conjunction with several 
groups of producers. Although this study is 
limited to one commodity, it is interesting in its 
development of marketing facts which should 
prove helpful to all producers and distributors 
of that commodity. It is included here rather 
as an indication of the possibilities of codpera- 
tive marketing research between distributors 
and producers. In this case the product was 
Turkeys. The Association’s survey covered 
various producing and distributing centers of 
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the country and presents a number of con- 
structive conclusions—involving such matters 
as the weights preferred, variations in der.and 
by geographical sections, variations in de- 
mand among reporting companies, the effect 
of prices on sales, the possibilities of price dif- 
ferentials as to sizes and a number of other 
details having to do with methods of handling 
and shipping the product. The results of this 
study should encourage the National Associa- 
tion of Food Chains and other such organiza- 
tions to extend their researches to a wider vari- 
ety of commodities. 


Fortune Magazine 


The June issue contains its quarterly survey, 
the figures for which were prepared by Cher- 
ington & Roper. The subject, this quarter, is an 
interesting record of the shift in public senti- 
ment, since April, on such live topics as the 
Court Reform Bill, the standing of the Supreme 
Court and the attitude of voters toward a third 
term for President Roosevelt. 


Marketing and Research Bureau 

This Division of Domestic and Engineering 
Publications has been making a number of 
studies of considerable value in the marketing 
of heating and air conditioning devices. Among 
their recent releases are the following: 

“A Summary of Air Conditioning (1936)”— 
a marketing study of summer and year around 
air conditioning installations, covers 113 utili- 
ties serving a population of about forty-eight 
million people. 

“Current Conditions in the Automatic Heat 
and Air Conditioning Industry’—a monthly 
bulletin of up-to-date statistics in this field. 

“Selling the Institutional Market”—a study 
of the market for equipment and supplies in 
hotels, restaurants, hospitals and other institu- 
tions. 

“Selling the Plumbing and Heating Market” 
—a picture of sales methods employed in the 
field. 

“Market Possibilities by States’—a sales 


quota sheet for use in the plumbing and heating 
fields. 


Dun & Bradstreet, Inc. 


The 1937 Retail Survey, mentioned in the 
April issue of THE JOURNAL OF MARKETING, is 
at present being sent to the printer in sections. 
Production is running ahead of schedule and 
about six weeks ahead of last year’s perform- 
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ance. It is expected that many of the individual 
surveys will be ready by June 15 and bound 
volumes of the complete work are scheduled 
for July 15. 

A single copy of the survey volume or single 
copies of the survey sheets covering specific 
trades will be furnished to the library of any 
university or business school on request. Avail- 
able, also, on request is a schedule of nominal 
prices for additional copies—the prices having 
been set up simply to cover the cost of printing 
and binding. 

The Dun & Bradstreet Survey of Whole- 
saler’s Operating Costs, announced in general 
terms in the April issue of THE JOURNAL OF 


MARKETING, is being conducted in the following 
wholesale trades: 


Bakers’ and Confectioners’ Supply Houses 
Confectionery 

Dry Goods 

Floor Covering 

Motor & Equipment 

Paint & Varnish 

Shoe 

Grocery 


In each field a trade association of manu fac- 
turers or wholesalers has cooperated in plan- 
ning the questionnaire, in mailing it to pros- 
pective respondents and in tabulating the 
results. 

In cooperation with the Natural Business 
Council, the Research and Statistical Division 
of Dun & Bradstreet, Inc. has undertaken 
some research into the seasonal cycle of sig- 
nificant factors—such as: Sales, inventory and 
current liabilities in selected lines of business. 

The Council, set up for the purpose of deter- 
mining the date at which the fiscal year can be 
most advantageously closed in various lines of 
business and trade includes representatives of 
the following organizations: 


Robert Morris Associates 

National Assn. of Cost Accountants 
National Assn. of Credit Men 
National Credit Office 

American Management Association 
American Institute of Accountants 
American Trade Assn. Executives 


While this study is being conducted more in 
the interest of accountancy and finance man- 
agement, its results should prove equally inter- 
esting and constructive to management in 
marketing. 














Reviews of Books and Digests of 
Leading Articles in Marketing 


THEODORE N. BECKMAN, Editor 








A.—Boox REVIEWS 


THe TECHNIQUE OF MARKETING RESEARCH 
(prepared by the Committee on Marketing 
Research Technique of the American Mar- 
keting Society, 1937, McGraw-Hill Book 
Company, 432 pp. $4.00). 

The effort of this group of nine experienced 
practitioners to pool their ideas has resulted 
in a distinct contribution to the literature of 
market research and analysis. Concerned with 
the technical problems of marketing research, 
it is an indispensible volume in the library of 
market research practitioners. 

Organized around a series of charts pre- 
pared by the Market Research Committee of 
the New York chapter of the American Market- 
ing Society (published in the April, 1934, issue 
of THE AMERICAN MARKETING JOURNAL), the 
book deals most thoroughly with questionnaire 
studies and the various problems encountered 
in the gathering and tabulating of survey data. 
Other subjects, not so completely developed, 
include the analysis of the problem, the plan- 
ning of procedure, interpretation, presentation, 
and the extension of research service. 

A special chapter on statistical procedure in 
market research has been contributed by Alfred 
T. Falk. Several chapters on the psychological 
approach, covering subjects like the psychologi- 
cal aspects of questionnaire development, have 
been contributed by Paul Lazarsfeld. A chapter 
on pre-determining the size of sample, adapted 
from Theodore H. Brown’s monograph on the 
use of statistical techniques in certain problems 
of market research, closes the book. 

A lack of clear-cut organization, in spite of 
the charts which precede several of the chap- 
ters, will trouble many readers, especially stu- 
dents and non-practitioners. With nine authors 
contributing, it is not surprising to find repeti- 
tion and some material which is not clearly 
connected with the discussion which im- 
mediately precedes and follows. 


Many readers will feel that the book does 
not consider the basic scientific foundations of 
marketing research adequately ; that there is no 
orderly presentation of the various types of re- 
search, or of the broader aspects of its uses and 
applications in business management. Many 
kinds of special research, such as quantitative 
analysis, market trends, and advertising re- 
search (which includes copy testing) are 
scarcely mentioned. Some readers will feel that 
the book would have served a wider usefulness 
if the authors had devoted to such subjects the 
space used in the discussion of topics which are 
treated adequately in standard statistical texts, 
and to highly technical subjects like machine 
tabulation, the details of which are not of in- 
terest even to many research workers. 

While a good share of the book will be found 
to be too highly technical for business execu- 
tives and students, it contains material of prim- 
ary importance to the professional research 
worker. It presents the most complete discus- 
sion of the problems encountered in the de- 
velopment and handling of questionnaires 
which is now available. Anyone who is respons- 
ible for field work will find a thoroughly ade- 
quate consideration of the many problems 
encountered in gathering data. 

The chapter on the interpretation of data 
makes an especially notable contribution, in its 
emphasis upon the critical appraisal of the 
evidence and the need for penetrating subjec- 
tive study of the full meaning of the facts with 
which the market analyst deals. The chapters 
on specialized subjects, such as those on ma- 
chine tabulation and statistical procedure in 
market research, are very complete. A valuable 
feature is the exhaustive bibliography. 

Lynpon O. Brown 
Northwestern University 


PRINCIPLES OF RETAIL MERCHANDISING, by J. 
Russell Doubman. New York: Longmans, 
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Green and Company, 1936. pp. viii, 207. 
$1.00. 


The American Business Fundamentals 
series, of which Professor Doubman’s text is 
one, represents a new idea in textbook publish- 
ing. The new idea is to condense the fundamen- 
tal principles of a subject into approximately 
two hundred pages and retail the text at a sub- 
stantial saving. Approximately twenty-two 
texts are included in the series at the present 
time. Each text, in the words of the editor of 
the series, Dean Justin H. Moore of the College 
of the City of New York, presents the “distilled 
essence of each subject.” 

One is apt to question the possibility of satis- 
factorily presenting the principles of retail 
merchandising within two hundred and seven 
pages. Dr. Doubman, however, has attempted 
to do this, and, considering the difficulty of the 
task, has been rather successful. Briefness is 
secured by condensing the subject matter rather 
than by the omission of significant principles. 
The author is to be commended upon appor- 
tioning his material among the various topics 
in a logical manner. 

The text is divided into seventeen chapters. 
Chapter I, limited to seven pages, gives a sum- 
mary of the statistical importance of the re- 
tailer and points out that the retailer normally 
performs at least six of the usual marketing 
functions. The second chapter presents a classi- 
fication of the types of retail stores. The sec- 
tions of this chapter covering the development 
of department, mail order, and chain store or- 
ganizations are interesting. The names, dates 
of organization, and location of many of the 
larger retailers are given. 

Each of the remaining fifteen chapters is 
devoted to consideration of a major problem 
of managing a retail store. The chapter on the 
problem of store location presents the impor- 
tant factors to consider in selecting a site, but 
the concise nature of the chapter prevents the 
author from adequately analyzing these factors. 
The viewpoint of the small retail store is em- 
phasized in several chapters. For instance, in 
the chapter on store layout, the model store 
built in Louisville by the United States Depart- 
ment of Commerce is presented as an ideal. 
This chapter, while confined to eleven pages, 
could be read with profit by the majority of 
small retailers for enlightenment on store lay- 
out. 

The author has not attempted to change the 
normal method of approach as found in text- 
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books on retailing. As is true in most retailing 
textbooks, the subject of purchasing is confined 
to one chapter. Efficient buying is so important 
in the management of a retail store that it de- 
serves more complete treatment than is com- 
monly given. Other chapters deal with store 
protection, organization and control, personnel, 
store records, retail credit, expenses in opera- 
tion, customer service, pricing, stock control, 
selling, advertising, and research. 

The book offers a number of advantages for 
a text. It is clearly and interestingly written 
and therefore “readable” to the average stu- 
dent; several diagrams and tables aid in the 
simplicity of presentation; brief review ques- 
tions at the end of each chapter are for the 
benefit of the instructor; and a cross reference 
chart by chapters furnishes a guide in the 
selection of supplementary reading material 
from the better known texts. Where adequate 
supplementary material is available, the book 
offers excellent possibilities as the main text in 
a course on this subject. 

The chief objection to the book as a college 
text is its briefness. The limited library facili- 
ties unfortunately found in many smaller col- 
leges oftentimes confines reading almost ex- 
clusively to “the text.” In such instances the 
value of detailed treatment by the textbook is 
self-evident. However, the use of a concise text 
supplemented by selected reading may often 
bring about an actual improvement in the work 
accomplished. 

Dr. Doubman is well qualified to prepare a 
text in retail merchandising. His experience 
in teaching at the University of Pennsylvania, 
in private business with several firms, and in 
governmental work under the N.R.A. gives a 
broad background. The idea behind the Ameri- 
can Business Fundamentals—a small, inex- 
pensive book giving “the distilled essence of 
each subject”—appears practical even though 
it is contrary to the recent tendency of expand- 
ing texts rather than contracting them. This 
text by Professor Doubman will probably aid 
in popularizing the idea of a compact textbook. 

In addition, the fact that the book is clearly 
written and easy to understand should make 
it valuable reading for retail merchants who 
desire to review the elementary principles of 
retail merchandising. The inexpensiveness of 
the book makes it available to a relatively wide 
group of readers. 


W. T. Hicks 
University of Florida 
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SUCCESSFUL SALESMANSHIP, by Paul W. Ivey. 
New York: Prentice Hall, Inc., 1936. 497 
pp. $3.75. 


As stated in the preface, this book is a com- 
pilation of the principles and strategy used by 
the author in sales training courses for various 
kinds of sales organizations. The text appears 
to have its orgin in a series of popular lectures 
on salesmanship. Wordy descriptions and 
lengthy sales conversations characterize the 
volume. Since the questions presented at the 
end of each chapter are not designed to stimu- 
late thought, it is evident that Dr. Ivey depends 
upon a complete mastery of his text-book prin- 
ciples for Successful Salesmanship. 

Basic elements of successful salesmanship 
are incorporated in twelve principles: 


1. Become Success-Minded. The importance of 
the salesman’s mental attitude and the new sales 
tactics needed for successful operation are ex- 
plained. 

2. Know Your Merchandise. The four major 
reasons are: to enjoy the work, to overcome sales 
obstacles, to develop self-confidence, and to pre- 
pare planned presentations. 

3. Know Yourself. Develop Your Personality. 
Enthusiasm, sincerity, friendliness, initiative, tact- 
fulness, courtesy, cheerfulness, persistence, and 
memory are characteristic of good salesmex. 

4. Know the Customer. Treating the customer 
the way he wants to be treated is elementary to 
successful selling. 

5. Appeal to Buying Motives. The desire to gain 
something—money, health, or happiness—is funda- 
mental to human behavior. 

6. Plan the Sale. Scientific salesmanship follows 
the old rule-of-thumb “Plan your work and work 
your plan.” 

7. Get the Customer's Attention. Favorable at- 
tention results from business-building or efficiency- 
producing ideas. 

8. Arouse Interest. Undivided interest, not tem- 
porary attention, produces orders. 

9. Create Desire. Desire for the product must 
dominate the prospect’s mind. 

10. Close the Sale. Use Correct Psychology. 
Put an idea into the customer’s mind and keep it 
there, and this idea will produce action. 

11. Close the Sale. Overcome Objections. Dis- 
regard excuses and overcome obstacles. 

12. Build Goodwill. It is a plus value which adds 
to the attractiveness of goods or services. 


Throughout the entire volume the author 
emphasizes the need for continued training for 
all salesmen. Too many publications on sales- 
manship assume that sales training should be 
designed only for junior or inexperienced men. 
Continuous training and study plus the applica- 


tion of many common-sense suggestions which 
are stressed in the book will materially improve 
the performance of the average man. 

Such rules as “Show an interest in your 
work”; “Be alert”; “Be sincere”; “Get the 
confidence of your prospect” and “Always be on 
the job” are not new in the field of selling, and 
yet they are accented in this volume in an inter- 
esting manner. 

In many cases the author turns to the field of 
psychology to explain the various principles set 
forth. Psychology, a study of the reactions of 
individuals to stimuli, should occupy a very im- 
portant place in the training of salesmen, since 
selling involves the relationships between two 
or more individuals in business transactions. 
Very often correct analysis of the buyer’s 
thinking processes will reveal to the salesman a 
means of closing a sale. 

Some of the descriptive parts of this book 
may hold limited interest for the reader because 
of the lengthy sales conversations and the com- 
ments which follow. Students are likely to lose 
interest, or to hurry through the voluminous 
detail. It is suggested that in each case, the 
analysis be made as the conversation pro- 
gresses. In fact it is entirely possible that the 
book might have been more favorably received 
if a part of the conversational sections had 
been eliminated. Age-old expressions such as 
“Mr. Dealer, the XYZ Company has developed 
a new merchandising plan which will increase 
your profits” or “Mr. Prospect, I just called to 
tell you of one of several new products that our 
company has just put on the market” cannot be 
termed new or different selling techniques. 

Illustrations, drawn largely from retail, life 
insurance, and house-to-house selling, the fields 
in which the most desirable examples of poor 
selling practices exist, are not typical for all 
kinds of goods or services. Perhaps the experi- 
ence of the author has caused him to over- 
emphasize those fields where a good pep-talk 
and the proper psychology are as effective as 
more formal training in producing sales. The 
author does not encourage salesmen to follow 
the instructions given by sales executives, al- 
though all indices point toward more intensive 
supervision as a basis for scientific selling. 

Dr. Ivey’s book adds but a negligible amount 
of information to the existing literature on 
salesmanship. Nevertheless, the atrocious sell- 
ing practices prevalent among our supposedly 
trained salesmen indicate that we, as teachers 
of Marketing, have failed to effect a practical 
application of available information. If the in- 
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creased adherence to principles is to be empha- 
sized rather than the formulation of new ones, 
this book serves a purpose. On these grounds 
Successful Salesmanship can be recommended 
to all teachers and students of Marketing. 
Harotp ALSPAUGH 
Temple University 


SALESMANSHIP FOR Everysopy, by John T. A. 
Ely and Daniel Starch. New York: The 
Gregg Publishing Company, 1936. iv + 335 
pp. $1.40. 

In this rather elementary treatise of “Sales- 
manship” the authors set forth the idea that 
the principles” which govern the selling process 
are the same, whether used in selling one’s per- 
sonality, one’s ability, a commodity, a service, 
or an idea. 

The authors contend that everyone makes 
use, after a fashion, of the “principles of sales- 
manship,” in their everyday relationship with 
other people. Consequently, these “principles” 
should be learned so that they can be properly 
applied. If “principles” are learned and subse- 
quently applied, the maximum results from sell- 
ing effort will be obtained. 

The selling process, according to the authors, 
revolves around “systematized scientific per- 
suasion.” Thus, the salesman, if he is to per- 
suade the prospect, must understand human 
nature, i.e., he must know how and why indi- 
viduals think, feel, and act as they do. This must 
be augmented by exhaustive knowledge of all 
influences which control the buyer, particularly 
when creating and developing a want or a 
desire for a definite commodity, service, or idea. 
Obviously, the salesman must have a thorough 
understanding of his product and a keen ap- 
preciation of its value. 

The various phases of the selling process are 
treated in the usual orthodox fashion. The lat- 
ter portion of the book lays a foundation for 
professional selling. The authors establish a 
close relationship between selling one’s per- 
sonality or ability and selling a service or a 
commodity. 

The book is readable, the “principles” of the 
selling process are stated briefly and tersely, the 
illustrations are interesting and to the point, 
and the oral and written assignments at the end 
of each chapter constitute an interesting work 
program. It is believed, however, that the book 
is better suited for secondary schools than it is 
for the college or university training level. 

Ratpn G. HARSHMAN 
Bowling Green State University 
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ConsuMERS’ Co6PERATION, by various authors. 
The Annals of the American Academy of 
Political and Social Science, Philadelphia, 
Pennsylvania. May, 1937. 201 pp. $2.00 in 
paper, $2.50 in cloth. 


In no country have waves of enthusiasm for 
consumers’ cooperation occurred more fre- 
quently than in the United States. Therefore, 
while this volume has not added materially to 
the knowledge of consumers’ codperation, the 
timeliness of such a compendium is in itself a 
contribution. The contents of the volume are 
divided into the following sections: (1) Prin- 
ciples and Fundamentals; (2) Social Relation- 
ships of Codperation; (3) Codperation in the 
United States; (4) Codperation Abroad; and 
(5) Criticism of Codperation. In total there is 
an introduction and twenty-five separate ar- 
ticles. These articles may further be divided 
into those that are scientific from the viewpoint 
of approach and content; those that are 
ethereal and spiritualistic; and those that are 
downright propaganda, replete with wishful 
thinking and overstatement. 

Articles of particular interest and usefulness 
to the Marketing student include the following: 


Basic Principles of Codperation, J. P. Warbasse. 

Psychological Aspects of Consumers’ Coédpera- 
tion, L. W. Doob. 

Consumers’ Cooperation in the United States, 
Florence E. Parker. 

Farm Purchasing Coéperatives, I. H. Hull. 

Comparative Retailing Costs of Consumers’ Co- 
operatives, Clark Kerr. 

Consumers’ Codperation 
George Darling. 

Consumers’ Codéperation in the Scandinavian 
Countries, Roy V. Peel. 

A Critique of Consumer Codéperative Theory 
and Practice, E. St. Elmo Lewis. 


ig Great 


Britain, 


There are other excellent articles in the 
volume that may appeal to the interest of in- 
dividual readers, but it is felt that the above list 
presents a well-rounded treatment on a broad 
front. The article on “Comparative Retailing 
Cost of Consumers’ Cooperatives” is particu- 
larly worth reading, not so much for its content 
which is sketchy and inadequate, but because it 
points the need for greater information of this 
nature. The entire volume, however, is best 
characterized as a summary of literature on the 
various phases of consumers’ cooperation. 

The weaknesses of the volume result equally 
from errors of commission and omission. On 
the former point the unorganized and over- 
lapping content, as well as the inconsistency in 
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terminology and treatment, are apparent. The 
outstanding omissions concern the law and co- 
operatives, the relationship which exists be- 
tween mutual organizations and consumers’ co- 
operatives, and a discussion of quality and 
quality representations of consumers’ coOpera- 
tives. Perhaps the above points are not so much 
the weaknesses of the volume as they are the 
characteristics of all compendiums of multiplé 
authorship. 

The most glaring repetitive content deals 
with restatements of the “principles” of con- 
sumers’ cooperation, This repetition occurs in 
at least a half dozen individual articles. The 
inconsistency in terminology largely results 
from the endeavor to establish limits to con- 
sumers’ cooperation. This problem arises be- 
cause of the efforts of some of the authors to 
include the purchase of production goods in 
consumers’ codperation. This leads to the addi- 
tional problem of differentiating the complex 
philosophica! and psychological attitudes which 
exist between production and consumption. One 
of the most interesting contradictions occurs in 
the statement of causes for the development of 
consumers’ cooperatives in the field of petrole- 
um product distribution. One author cites the 
factor of monopoly as the reason for wide mar- 
gins while another states that the wide margins 
result from wasteful competitive methods. 
Finally, the task of creating an “economic 
theory for consumers’ codperation” causes 
further difficulty because the author does not 
accept the chief laws and principles of classical 
theory and, like Gide and others, establish a 
degree of difference in the fields of capital, 
interest, profit and the acceptance of a new 
“spirit” of competition. As has been the case 
with other productions of the “Annals,” this 
volume has in large measure again garnered 
“names” at the expense of scientific approach 
and contribution. 

ORIN E. BurLey 
Ohio State University 


AGRICULTURAL MARKETS, by John H. Frederick. 
New York: Prentice-Hall, Inc., 1937. 376 
pp. $3.50. 

In the brief compass of 284 pages the author 
attempts to deal descriptively with “the 
strategy, tactics, and technique of the long- 
established markets” for the major agricultural 
products. However one may question the 
adequacy of the performance from the point of 
view of completeness, one must grant the use- 
fulness of the book as an introduction for the 


elementary student to a difficult field of market- 
ing. 

Discussions of the marketing of agricultural 
products take either the form of technical bulle- 
tins in which the scope of the writer is nar- 
rowed to a single aspect of the subject, or these 
discussions cover a much broader ground in 
the familiar but vaguer functional approach. 
The author has tried to preserve the concrete 
material of the bulletins, of which he has made 
a very generous use, but has sacrificed most of 
the detail in the interest of covering ground. 

One does not need to be hypocritical to point 
out the difficulties of this method. Generalities 
are bound to be misleading. When the author 
says (p. 2) that “the demand for farm products 
is highly inelastic,’ he should at least point 
out such notable exceptions as cotton, beef, 
pork, butter, and many of the fresh fruits and 
vegetables. Again (p. 59) he says, “Organized 
speculation makes for a continuous market and 
at the same time tends to stabilize prices.” The 
recent judgment of the Grain Futures Adminis- 
tration’ suggests quite the opposite view, 
namely, that as the volume of speculative trad- 
ing increases, both the range and frequency of 
price fluctuation are likewise magnified. 

To all of which the author might well re- 
spond that if all the theories must be tested and 
all the alleged facts proved, then we shall have 
a book quite unlike the author intended. The 
factual and descriptive information which the 
book contains seems not open to question since 
it is based almost entirely upon official publica- 
tions of the United.States Department of Agri- 
culture, the Department of Commerce, and the 
state experiment stations. It is only expressions 
of opinion here and there which seem open to 
challenge. 

Where the treatment of a number of com- 
modities is as condensed as it is in this book, 
there is need for much more bibliographical 
assistance for the student than appears in the 
short note at the end. 

E. A. Duppy 
University of Chicago 


THE PuysicaL DiIstrRIBUTION OF FRESH FRUITS 
AND VEGETABLES, by Edward A. Duddy and 
David A. Revzan. The University of Chi- 
cago Press, 1937. Pp. ix + 92 + xx pages 
statistical appendices. $1.00. 





* Relationship Between Daily Price Range and 
Daily Volume of Trading in Wheat Futures on 
The Chicago Board of Trade,” Paul Mehl, Grain 
Futures Administration, May, 1935. 
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This is a useful reference work on a billion 
dollar industry. Twenty-five pages are devoted 
to the economic and social bases of the com- 
mercial fruit and vegetable industry, from 
colonial days to 1935: the evolution of big 
cities, of canning, of transport, of refrigera- 
tion, changes in consumer demand. 

In twenty-two pages the authors sketch the 
growth of the industry, showing increases in 
car-lot shipments. 

In twenty pages they outline the market 
distribution of fruits and vegetables, showing 
the numerous shifts in sources of supply under 
such influences as geographical specialization, 
newer types of transportation—especially the 
truck, the degree to which the product is graded, 
the care with which it is packed, the extent and 
use of advertising. 

The fourth and last chapter, 12 pages, dis- 
cusses the Chicago Wholesale Market for 
Fruits and Vegetables, and shows that consum- 
ers are getting (and paying for) more and 
more transportation. To quote a typical pass- 
age: 


While supplies are drawn from every State, 
certain States are outstanding in their importance 
as sources. With but one exception the six most 
important supply States (rail arrivals alone con- 
sidered) are those at greatest distance from the 
markets. These are: California, Florida, Idaho, 
Texas, Washington, and Wisconsin.” 


These six states in 1935 contributed 62.4 per 
cent of the arrivals. From California came from 
31 to 48 varieties of fruits and vegetables in 
the period 1923-35. Apparently Florida is un- 
able to make any progress in crowding Cali- 
fornia out of the Chicago market. 

Only scant data on truck shipments are in- 
cluded in this monograph. As for the Chicago 
market, the motor transport has had no ap- 
preciable effect on these five commodities; 
grapefruit, orange, lemon, potato, watermelon. 

Consumer preference is pictured as being 
uniformly for a better product in terms of 
grade and package. I suspect a closer study of 
the market itself would show that in these de- 
pression years the mass of consumers are turn- 
ing to the cheaper, ungraded items wherever 
available. 

Competition dominates the Chicago market. 
Grapefruit supply is shifting from Florida to 
Texas; prune supply from California and Idaho 
to Washington and Oregon; potato supply from 
Wisconsin to Idaho. The whole pattern of 
supply is most unstable. 
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Prices are not discussed. The work has no 
index. That most troublesome of all problems 
of the moment, motor truck shipments, gets 
very little attention beyond this suggestion: 


As information of truck movements becomes 
more generally available, and as the control of rail 
shipments becomes better co-ordinated through 
organization of producers and wholesalers at 
shipping points, a better adjustment of supplies and 
more constant ratios of unloads to arrivals may be 
expected. 


The authors also omit all discussion of the 
Chain Stores as factors in the present market- 
ing system, 

James E. Boye 
Cornell University 


WHOLESALING: PRINCIPLES AND PRactice, by 
T. N. Beckman and N. H. Engle. New York: 
The Ronald Press Co., 1937, pp. xvii, 628. 
$4.00. 

Professor Beckman’s and Dr. Engle’s prod- 
uct is a splendid demonstration of the fact 
that the literature of marketing has become 
mature. For years, scholars in the field of mar- 
keting have done as best they could with the 
patch work of scattered descriptive materials 
often only slightly related to the larger body 
of economic literature. In no segment of mar- 
keting literature has this state of affairs been 
more evident than in the field of wholesaling. 
Great progress has been made in research in 
this field since the publication of Professor 
Beckman’s pioneering work on wholesaling in 
1926. From this standpoint this volume benefits 
from the convergence of fortunate circum- 
stances, for the two authors have not only been 
the leading contributors to research in whole- 
saling but their official connections qualified 
them to make the best use of the census data 
and of the special studies in the Department of 
Commerce, 

Maturity of scholarship is shown in many 
other aspects of the work, but particularly 
through integration with economic theory and 
economic history. The degree of success 
achieved by the authors will assist in a funda- 
mental manner to break down the separatism 
that has existed too often between marketing 
literature and general economic literature. In- 
tegration with economic theory runs throughout 
the volume. The setting is neatly placed in 
Chapter 5 by a brief review of the attitudes of 
early economists towards wholesaling, followed 
by a discussion of the effects of wholesaling 
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upon the distribution of wealth and income. The 
later discussion of wholesale prices and pricing 
policies is related not only to traditional price 
theory but it shows an intimate contact with, 
and appreciation of the more realistic theoriz- 
ing of limited or monopolistic competition de- 
veloped within the past decade. In this connec- 
tion there is abundant proof in the references 
to N.R.A. materials of the fact that the N.R.A. 
at least had a healthy repercussion upon econo- 
mists in this country by focusing their thinking 
upon immediate, practical problems and by pro- 
viding its tremendous array of data concerning 
the workings of our economic system. From the 
standpoint of economic theory the attempt to 
account for the high average wages in whole- 
saling through a concise application of the mar- 
ginal productivity theory of distribution to the 
statistical evidence has theoretical significance, 
even though there are definite limitations 
which, it should be stated, are recognized by the 
authors. 

The two chapters discussing the history of 
wholesaling and the development of wholesaling 
in the United States are by far the best, brief 
treatment in print. The discussion of the history 
of wholesaling outside the United States traces 
its evolution and portrays the important transi- 
tional stages and changes in organization in 
relation to the dominant political forms in the 
evolution of trade. Chapter 4, “Development of 
Wholesaling in the United States” is especially 
valuable for an understanding of wholesale 
trends during the 19th century in this country. 

Chapter 6 should be required reading for all 
who wish to make use of the wholesale census 
data. It focuses the treacherous problems of 
definition and classification involved in any 
endeavor to demarcate wholesaling activities, 
and makes definite suggestions that assist in 
avoiding confusion in the use of the wholesal- 
ing statistics. Foreign readers very likely will 
be amazed at the amount that is now known, 
quantitatively speaking, concerning wholesaling 
in this country. The contrast makes itself felt, 
particularly in the discussion of “Modern 
Wholesaling Abroad” (Ch. 15) in comparison 
with the treatment for the United States. 

Readers who are interested primarily in the 
practical aspects of wholesaling are served in 
the following ways: 


1. By the large body of descriptive material 
which is employed to indicate the nature of the 
chief wholesale types and in the analysis of their 
functions and services. 

2. By the six chapters of Part III dealing with 


the problems of operation and management in the 
wholesale field. 

3. By the illuminating analysis of wholesale 
problems and of recent trends in the concluding 
three chapters. 

4. By a discussion in the final chapter of the 
meaning of recent legislation to the members of 
the trade. 


The reviewer is loathe to suggest additions to 
a volume already so comprehensive. However, a 
few criticisms seem appropriate. The historical 
treatment would be somewhat improved through 
a better account of the struggle of wholesale 
organization to break through local market 
controls and other prohibitions and barriers in 
its task of linking markets into an efficient inter- 
market mechanism. In this connection there is 
an important parallelism between the growth of 
general trading interests and the development 
of the nation state. It would clarify the discus- 
sion of the history of wholesaling in the United 
States if it were related more definitely, institu- 
tionally speaking, to its European background. 
Also, as far as the reviewer was able to dis- 
cover the authors made no use of the illuminat- 
ing discussion of the evolution of wholesale 
trading written by David J. Saposs in Volume I 
of “The History of Labour in the United 
States” by John R. Commons and others. An- 
other omission which this reviewer regrets is 
the absence for the most part, of an analysis of 
the spatial and geographic aspects of wholesal- 
ing which might have been added in a more 
definite endeavor to account for jobbing areas 
and to explain geographical price structures. 
Finally there is another type of limitation about 
which the authors could do nothing because ma- 
terials are not available. That is, census ma- 
terials have definite limitations from the stand- 
point of portraying the variety of adaptation 
between regions and between types of establish- 
ments within regions. These limitations can be 
overcome only by regional studies of the func- 
tioning of wholesale types. 

The brief account in this review is entirely 
inadequate from the standpoint of the scope and 
detail of this volume. For instance, the reviewer 
has made no reference to the authors’ enlighten- 
ing survey of wholesaling in Russia and of 
their analysis of economic planning for whole- 
saling under a system of private enterprise in 
the United States, or of their discussion of 
costs and profits in wholesaling. Particularly 
impressive throughout is the scientific solicitude 
of the authors to matters of definition and 
classification. 
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There can be little doubt that “Wholesaling : 
Principles and Practice” will be considered one 
of the leading contributions to marketing litera- 
ture in recent times. 

E. T. GreTHER 
University of California 
Berkeley 


MERCANTILE Crepit, by W. H. Steiner. New 
York: Longmans, Green and Co. 1936. Pp. 
ix, 251. $1.00. 

Special courses on credit and collections or 
mercantile credit are offered in many universi- 
ties and the subject is an integral part of any 
general marketing course. In the leading ele- 
mentary texts on marketing the usual treat- 
ment of mercantile credit is to give some atten- 
tion to it in a chapter devoted to market finance, 
with incidental mention in other connections. 

The work here reviewed is one of the Ameri- 
can Business Fundamentals series the purpose 
of which is to set forth in compact books of 
attractive format the distilled essence of each 
subject, emphasis being placed upon important 
principles rather than detail, so as to meet the 
need of readers and students who desire per- 
spective rather than elaboration. 

These objectives in the case of the present 
volume have been successfully achieved by Pro- 
fessor Steiner. The fundamental concern of the 
book is with the wholesale field of mercantile 
credit which relates to manufacturers and 
wholesalers, only one chapter and a page in 
another out of the sixteen chapters being de- 
voted to the field of retail credit. 

The presentation of the subject matter is 
standard and developed in logical manner, The 
writing is marked by exceptional clarity and 
succinctness. A list of questions is provided at 
the end of each chapter, and an adequate index 
is furnished. Over a score of credit forms are 
shown in full page cuts and much use is made 
of concrete examples and data to illustrate the 
principles discussed. Also to be commended is 
the apparent endeavor throughout to make use 
of available recent material and produce an up- 
to-date treatment. 

A valuable feature is the cross reference for 
each chapter to supplementary readings in eight 
leading credit texts and special works in the 
field. In addition to its usefulness to the general 
reader, this inexpensive volume might serve as 
supplementary reading in elementary courses 
on general marketing. 

CiypE WILLIAM PHELPS 
University of Chattanooga 
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Mopern Business Letrer WriTING, by Anne 
Boone. New York: Ronald Press Company, 
1937. 250 pp. 


Any effort to open the eyes of the business 
world to the importance and likewise to the 
mediocrity of business correspondence of the 
present, should be encouraged. Such is the in- 
tent of Anne Boone, the authoress of Modern 
Business Letter Writing, just published by the 
Ronald Press—a text in which about half of 
the 250 pages are devoted to advice and rules, 
and the other half to illustrations. 

One is disturbed at the emphasis laid upon 
brevity and economy, the “saving” of three 
words in this sentence and seventeen in that 
paragraph. “Short letters are usually better 
than long ones; the latter are so likely to be- 
come tangled and involved.” “Use short words 
whenever possible instead of long ones.” “Short 
letters will always be read first.” These state- 
ments are not strictly sound, nor do they fur- 
nish a safe guide for letter writing. Strict 
observance of such a philosophy may well 
injure both meaning of content and style of 
writing. Brevity and even promptness are not 
to be recommended at the expense of complete- 
ness and effectiveness. 

Too much attention is likewise placed, 
throughout the book, on “hackneyed and stereo- 
typed words and phrases.” Furthermore, there 
are elements of inconsistency, inasmuch as new 
lists of words and phrases are suggested which, 
if taken up generally, will soon become as 
stereotyped as those of the past. In these lists 
we find recommended such phrases as “We take 
pleasure,” as well as the words, “serve,” and 
“service.” Yet there are no more stereotyped 
phrases in letters today than those mentioned. 

There are also evidences of extreme naiveté 
and amateurish thinking. “Don’t throw file 
papers, or anything else, at the stenographer— 
this hinders work, partly because it arouses re- 
sentment.” “The foregoing letter is a real one; 
it actually went out, and it actually brought in 
the reply that follows.” “... the few business 
letters that passed through the mail before 
the typewriter was invented.” Comments are 
scarcely necessary. 

Certain important subjects are given entirely 
too little attention. Form letters are accorded 
but a paragraph and, likewise, foreign corre- 
spondence. In the latter case, the emphasis is 
entirely misplaced. The eight pages of foreign- 
ers’ letters sent to this country are offered as 
“amusing,” whereas the real problem lies in the 
ability of American writers to express them- 
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selves properly to their foreign clients. Some 
important subjects are entirely omitted. 

On the other hand, the reading matter in the 
four chapters: XXI—Psychology, XXIV— 
Words, XX V—Idiom, XX VI—Specific Versus 
General Language, is sound and the advice 
good. 

The volume is appropriate to those unfortu- 
nate correspondents who must imitate and copy 
in order to accomplish their daily duties, but has 
no particular value to the large group of 
American business letter writers who, having 
some originality, desire to improve their ability, 
and to compose more effective letters. 

Feiix E. Hep 
Ohio State University 


B. Dicests or SoME LEADING ARTICLES ON 
MARKETING FROM TRADE PUBLICATIONS 


By Henry A. Burp, Universily of Washington 


THe Consumer’s Doar, by Wilford L. 
White. From Credit and Financial Manage- 
ment, March, 1937. 


It would be interesting to hunt out the devi- 
ous paths of the dollars spent by the 128 
millions of consumers in this country. 

Of the total national income paid out in 
1935, 67% was for employees, 16% for profits 
of individual business men, 8% for interest, 5% 
for dividends, and 3% for rents and royalties. 
The bulk of the money paid out is received by 
laborers, most of whom spend it as rapidly as 
they receive it. But where does the consumer’s 
dollar ultimately go? This question can be 
resolved into three topics. 

Family budgets—Wage earners and low- 
salaried worker families distributed expendi- 
tures as follows: food, 32%; clothing, 11%; 
housing, 15%; household operation, 12%; fur- 
nishings and equipment, 4%; transportation, 
9%; recreation, 5%; medical care, 5%. 

Movement of consumer goods through dis- 
tribution channels—Combination — grocery 
stores, with a $25 per capita expenditure in 
those stores, account for the largest volume of 
dollar sales for 1933, of any kind of store re- 
ported. There were more filling stations than 
retail outlets of any other type. The average 
department store served the largest number of 
men, women, and children—with $20 per capita 
sales. The average variety store served over 
10,000 citizens with per capita sales of $5. The 
average drug store served 2,000 and per capita 
sales averaged $8. Between 1929-1933, chain 
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sales gained at the expense of independent 
sales, rising to over 25% of the total. 

Allocation of expenses—How much does 
each fellow who handles the consumer’s dollar 
take for his own services? Of all wealth pro- 
duced by marketing, it has been estimated that 
35% represents cost of operating retail stores, 
19% for wholesale establishments, 27% for 
marketing cost of manufacturers, 14% for 
transportation costs, and 5% for miscellaneous 
distribution services. 

But in the final analysis it is still not certain 
just where the consumer’s dollar goes. Some 
day there may be a finished statistical report 
which will fully answer this question. There 
are today very few data of any wide applica- 
tion, and the subject has been neglected. The 
result is that it is impossible to distinguish be- 
tween waste and legitimate expenses in dis- 
tribution. 


MERCHANDISING IN A RISING MARKET, by 
Lawrence Valentine. From Advertising and 
Selling, March 25, 1937. 


Stores today are giving more prominent 
space to branded lines. In a period of business 
recovery, branded lines improve their position 
as opposed to unbranded lines, for the following 
reasons: (1) An important portion of the pub- 
lic becomes interested in quality once again. 
(2) The public shows a definite interest in 
higher price lines. (3) Branded lines usually 
follow the price uptrend more slowly than un- 
branded lines and therefore are more attrac- 
tive. (4) When business is on the down grade, 
advertising appropriations go down. This is 
wrong in theory but right in practice. When 
business is on the upgrade, advertised brands 
get more powerful support at the time when 
stores are quick to respond. (5) The large 
manufacturers of branded lines can accept ad- 
vance orders which the smaller manufacturer 
of unbranded goods would hesitate to do. (6) 
The manufacturer of branded goods is not like- 
ly to sacrifice quality when costs go up, whereas 
the manufacturer of unbranded lines is often 
forced to do so. (7) The retailer is more prone 
to feature branded goods in his promotions dur- 
ing a period of rising prices. (8) When the 
consumer sees she is paying higher prices, she 
is apt to turn to the advertised brand which she 
recognizes as a standard of quality. 

This does not mean that stores should dis- 
continue the promotion of unbranded lines. It 
simply signifies that the times favor advertised 
brands. However, the national brand does not 
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always give the store all that it promises or 
should give. For example, the price mainte- 
nance policies of some branded goods manu- 
facturers are apt to ruin the store’s merchandis- 
ing program or hinder it from obtaining its 
usual markup. 

In a rising market, the retailer is interested 
in selling his merchandise, satisfying his cus- 
tomers, building his business, increasing his 
profit, and assuring his future. The manufac- 
turer should develop promotional ideas to make 
his brand move more rapidly and thus help the 
retailer to achieve these ends. Department 
stores are particularly interested in promotions 
which allow them their full markup. 


AcADEMIC ATTITUDES TOWARD ADVERTISING, 
from Advertising Age. 


Beginning with Wisconsin and continuing 
through Chicago, Denver, Kansas City, New 
York, Boston, New Haven, Baltimore, etc., Ad- 
vertising Age’s Inquiring Reporter has been 
visiting colleges and universities to determine 
the attitude of faculty members toward adver- 
tising. His findings are reported in the weekly 
issues of the magazine, since March 1. 

Professors of advertising, marketing, com- 
merce, economics, journalism, home econom- 
ics, psychology, librarianship, sociology, physi- 
cal education, and engineering, and their text- 
books, are quoted. This attests the almost uni- 
versal interest in advertising. Generally speak- 
ing, the professors are represented as being 
“prejudiced” against advertising. The evidence 
submitted in support of this accusation is: the 
use of “guinea pig” books as collateral reading, 
the recommendation of objective tests rather 
than advertising claims as a basis for purchases, 
greater emphasis on objections to advertising 
than on its benefits, and a generally critical 
rather than wholly commendatory attitude to- 
ward advertising. 


ConsuMER Co6peraTives, from Fortune, 
March, 1937. 


The cooperative movement has a tangible 
advantage over such panaceas as Technocracy 
and Social Credit. You can take hold and begin 


in a small way to translate the vision into ac- 
tuality. 


If you want the benefits of co-operative pur- 
chasing, you organize a group to put up the 
necessary capital, rent a store, and hire a man- 
ager. Through him you buy goods at wholesale 
and sell them to yourself at retail. At the end 
of the year you pay the accrued surplus back to 
yourself in the form of a rebate according to 
your volume of purchases. 

Americans to the extent of 2 million families 
have already organized 6,500 retail codpera- 
tives which did $500,000,000 business in 1936. 
Although this is only 1.3% of the nation’s re- 
tail business, it is impressive when compared 
with the mere chemical trace that existed in the 
middle twenties. 

Some feel that if codperation were pursued 
to its logical conclusion it would result in the 
peaceful superceding of capitalism by a social- 
ism far more democratic than that of the Soviet 
Union. They argue that if every ultimate con- 
sumer bought everything he used at a retail 
cooperative and received the accrued surplus 
back at the year’s end in the form of a rebate, 
there would obviously be no profit left in the 
retail trade. Manufacturers selling to the co- 
operative wholesaler would, however, still be 
making a profit. But the wholesalers could put 
an end to this by building their own factories. 
The end result would be that people would 
merely produce and perform services and re- 
ceive produce and services in exchange. Capi- 
talism would thus be subtly transformed into 
“production for use” with money functioning 
solely as a medium of exchange. 

In its immediate day-to-day aspects con- 
sumer cooperation strikes at monopoloy prices, 
intensifies competition, and actually limbers up 
the capitalistic system. Inasmuch as it returns 
its surplus to the small consumer who is almost 
certain to spend the money again for more com- 
modities, it keeps capital from being funneled 
off into the pockets of wealthy stockholders 
who do not spend it for consumers goods. Thus, 
if the movement grew to national proportions 
it would rob the investment market of money 
that might go into needless plant expansion or 
stock gambling. A well-developed coéperative 
program would act as a brake on such orgies 
as 1929. 














A.M.A. Notes 


ALBERT HARING 








The Oregon Retail Distributor’s Institute 
held its first conference on the University of 
Oregon campus, May 3, 1937. It was started 
under the auspices of the University School 
of Business Administration. Dr. N. H. Comish, 
Professor of Business Administration in the 
University of Oregon, and secretary of the In- 
stitute, was the leading figure in the organiza- 
tion work. Its purpose is to hold an annual con- 
ference on the University of Oregon campus, 
to discuss current retail problems, to make 
known the results of the University of Oregon 
research work in retailing and allied subjects, 
and to receive suggestions on research in retail- 
ing from Oregon merchants. All types of 
Oregon retailers, advertising men interested in 
retailing, and staff members of the University 
of Oregon may become members of the Oregon 
Retail Distributor’s Institute. Congratulations 
to our Oregon members. 

During the last three months, twenty-five 
new members have been added to our ranks. 
They are: 

Frank H. Beach of the University of Illi- 
nois; Charles Bohannon of the Bureau of Pub- 
lic Roads, U. S. Department of Agriculture; 
Jos S. Boyajy of the Recording and Statistical 
Corporation; W. I. Brockson of the Com- 
mercial Advertising Agency; Paul M. Cramer 
of the Campbell-Ewald Company; Keo Currie 
of Needham, Louis & Brorby, Inc.; R. W. Doe 
of Safeway Stores, Inc.; Edward Gardner of 
Morse International, Inc.; Kelsey B. Gardner 
of the Codperative Division of the Farm Credit 
Administration; R. D. Goetzenberger of the 
Brown Instrument Co.; H. George Harris of 
the Pace Institute; Richard Hilliard of The 
Paraffine Cos., Inc.; Charles Farran of Gris- 
world-Eshleman, Inc.; John J. Lennon of the 
Bureau of the Census; George MacGovern of 
Batten, Barton, Durstine, & Osborn, Inc.; 
Douglas G. McPhee of San Francisco; Donald 
E. Montgomery of Consumers’ Counsel, Agri- 
cultural Adjustment Administration ; Robert C. 
Powell of the Census of Business; John H. 
Reardon of Today; Rudolph W. Stand of the 
Benjamin Electric Manufacturing Company; 
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S. G. Swanberg of Botsford, Constantine & 
Gardner, Inc.; L. B. Steele of E. I. du Pont de 
Nemours Co., Cellophane Division; Clarence 
D. Stevens of Antioch College; John J. Ross 
of Hardware Mutual Casualty Company; and 
Robert A. Roos. 

Professor E, P. Learned will take a sab- 
batical leave from Harvard University during 
the coming college year. His place will be taken 
by Professor D. J. Duncan of Northwestern 
University, on leave of absence, who has been 
appointed lecturer in marketing for the coming 
year in the Harvard Business School. Ira D. 
Anderson leaves the Census Bureau to take 
over Professor Duncan’s work at Northwestern 
University in the fall. 

Professor Robert F. Elder leaves the Massa- 
chusetts Institute of Technology to join Lever 
Brothers on July 1, while Professor Ross M. 
Cunningham moves from the University of 
Tennessee to Massachusetts Institute of Tech- 
nology. 

The Chicago, New York, Philadelphia, San 
Francisco and Washington chapters have had 
some very interesting meetings. To learn about 
local chapters, do not hesitate to call on L. E. 
Scriven, of Batten, Barton, Durstine and Os- 
born, Inc., 919 N. Michigan Avenue, Chicago; 
L. B. Steele, Cellophane Division, E. I. du Pont 
de Nemours Co., Empire State Building, New 
York City; Lawrence C. Lockley, Curtis Pub- 
lishing Co., Independence Square, Philadel- 
phia; William A. Sturm, 1447 Portland Ave- 
nue, Berkeley, California; and Herbert Willett, 
National Fertilizer Association, 616 Invest- 
ment Building, Washington. 


Tue Mip-West MEETING AT CLEVELAND 


The mid-year meeting was held in Cleveland 
on June 25th and 26th at the Hetel Statler. 
The coodperation and assistance of the Cleve- 
land Advertising Club helped greatly to make 
these sessions a success. Two hundred different 
persons, about one-half of whom were mem- 
bers, attended one or more sessions. It was 
pleasing to note that a member from Arizona 
and another from Texas managed to stop for 
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the meeting on their vacations, This is typical 
of the very satisfactory representation. 

The Friday afternoon session was devoted 
to research. President Coutant acted as Chair- 
man of this meeting. Ben Nash, Consultant and 
Designer for Ben Nash, Inc., presented a few 
selected products and discussed the problems of 
design and creating salability under the head- 
ing of “Developing Products That Sell.” Presi- 
dent Coutant also presented a case example of 
testing a bottle design. “Avoidable Waste in 
Marketing Research” was discussed by Lynn 
W. Ellis, President of Ellis Plan Associates. 
Pauline Arnold of the Market Research Cor- 
poration of America presented some recent 
and interesting case examples of market re- 
search under the title of “Research as a Build- 
er of Sales.” Warren Bishop, Editor of the 
Washington News Letter for Manufacturers, 
brought the session to a close with a talk, “Sur- 
veying the Washington Sector.” 

The dinner session was under the able chair- 
manship of Sterling E. Graham, President of 
the Cleveland Advertising Club and Adver- 
tising Manager of the Cleveland Plain Dealer. 
The general subject considered was “Market- 
ing.” James H. McGraw, Jr., Chairman of the 
Board of the McGraw-Hill Publishing Com- 
pany, Inc., spoke on “Better Marketing for In- 
dustrial Goods.” In this paper, he outlined the 
broader problems of industrial marketing dur- 
ing the next few years in an interesting man- 
ner. President Coutant gave a forceful ad- 
dress on “Orderly Marketing for Better Prof- 
its,” in which selective selling was chosen as 
the example to amplify. 

A short business session was held in ad- 
vance of the regular program on Saturday 
morning. The Cleveland Advertising Club and 
the Ohio Committee were officially thanked 
for their codperation and assistance. In addi- 
tion, reports were submitted by the President, 
Secretary and Treasurer. In general, the net 
membership has grown from 600 to 625 paid-up 
active members during the first six months of 
1937. Even with the payment of only part-year 
dues by many members so that our fiscal year 
will coincide with the calendar year, the out- 
look is for a balanced budget. Over fifty busi- 
ness, teaching and government openings have 
been referred to the American Marketing Asso- 
ciation although the remuneration offered by 
many of these has made them unattractive. The 
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revised constitution (which will soon be sub- 
mitted to the members) will propose unified 
dues for five dollars per year for all members. 
This change is being recommended only after 
a careful estimate of income to assure the like- 
lihood of a balanced budget. 

The session on “Fair Trade Policies and 
Practices” was under the direction of Vice- 
President Wroe Alderson. “Fair Trade Poli- 
cies of the Machine Tool Industry” were de- 
scribed clearly by Tell Berna, General Manager 
of the National Tool Builders Association. Dr. 
Paul F. Lazarsfeld then delivered a research 
paper (held over from Friday afternoon) on 
“Case Histories.” John W. Love, Economist 
and Business Writer for the Cleveland Press, 
gave a talk on the “Economics of Government 
Regulation.” “Practical Application of the Fair 
Trade Law” was discussed by Victor L. Keys, 
Secretary of the Ohio Fair Trade Committee. 
This very interesting meeting was brought to a 
close by a panel discussion, “A Symposium on 
the Robinson-Patman Act.” Drs. H. H. May- 
nard, T. N. Beckman, and Kenneth Dameron of 
the College of Commerce and Administration 
at the Ohio State University carried on an in- 
formal conversation among themselves about 
the Robinson-Patman Act and the business 
problems arising from it. This striking form of 
presentation was entertaining and very effec- 
tive. 

The closing luncheon session was presided 
over by Eldridge Haynes, Regional Vice-Presi- 
dent of the McGraw-Hill Publishing Company, 
Inc., who had the preceding day been informed 
of his promotion to a National Vice-Presidency 
in the same concern. An address covering the 
Goodyear problems and policies resulting from 
the NRA and subsequent legislation was given 
by Robert S. Wilson, Vice-President in Charge 
of Sales for the Goodyear Tire and Rubber 
Company. This strong paper was a fitting note 
upon which to close a successful meeting. 

The committee on Teaching Materials asks, 
through its Chairman, Professor D. J. Duncan 
of Northwestern University, the suggestions 
and codperation of members in obtaining help- 
ful material for both teachers and business 
members. Similarly, your secretary welcomes 
ideas as to how to make the Association more 
valuable to its members. New items, proposals 
for new members, and requests for information 
will all be gladly received. 





